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MONDAY, NOVEMBER 18, 1957 


Hovse or REPRESENTATIVES, 
SuscoMMITTEE No. 3 on MINERALS AND 
Raw MatTerIALs OF THE SELECT COMMITTEE 
To Conpuct a Stupy AND INVESTIGATION 
OF THE PRoBLEMS OF SMALL BustInEss, 
Washington, D. 0. 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
1301, New House Office Building, Hon. Sidney R. Yates (chairman 
of the subcommittee) presiding. 

Present: Representatives Yates (presiding), Multer, and Riehl- 
man. 

Also present: Bryan H. Jacques, staff director; Irving Maness, 
counsel; Bert Z. Goodwin, special assistant counsel; Katherine C. 
Blackburn, research analyst; and Victor P. Dalmas, adviser to 
minority members. 

Mr. Yates. The committee will come to order. 

This is a meeting of Subcommittee No. 3 of the House Committee 
on Small Business, convened to look again at the situation of small 
business in the aluminum industry. 

We last had hearings of this subcommittee of the House Commit- 
tee on Small Business to consider the aluminum industry 2 years ago. 
At that time, our committee pointed out in its report, which was 
House Report 2954 of the 84th Congress, 2d session, the tremendous 
growth of the aluminum industry. 

The report stated : 

Both big business—represented by Alcoa, Reynolds, and Kaiser—and small 
business—represented by the processors or fabricators of aluminum—have made 
substantial and important contributions to this spectacular expansion and vital- 
ity in the aluminum industry. 

During these hearings witnesses for the producers pointed out the 
tremendous expansion contemplated in productive capacity of pri- 
mary metal and fabricating facilities. Such expansion has taken 
place and is taking place, but the conditions which impelled and gave 
rise to our investigation in 1955 have changed. 

While there was then an extreme aeivtoee of metal, there is 
now an overabundance. Where the Government in its basic contracts 
with the three primary producers was then reserving a significant 
amount of the producers’ output for stockpile needs, at the present 
time the Government has met its long-term and short-term stockpile 
objectives and would prefer not to purchase any primary metal from 
the producers under such contracts. During the past year the pro- 
ducers have exercised their contractual rights by “putting” to the 
Government, that is, by requiring it to purchase such portion of its 
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output from new facilities covered by their contracts which they can- 
not sell on the open market. 

In either event, in periods of shortage or of abundant supply, the 
position of the small independent fabricators is a difficult one. On the 
one hand, the primary metal is hard to obtain. And when there is 
no shortage of raw material, the small fabricator must face increased 
emphasis by the primary producers on the sale of their own finished 
or semifinished products. 

The report further stated : 


There appears no reason to question the fact that the demand for aluminum 
will continue its steady upward rise. 


This conclusion followed from the testimony of an official of one of 
the producing companies who stated : 


That as a rule-of-thumb two-thirds of any new primary production expansion 
must be used in the company’s own fabricating facilities and that the remaining 
one-third must be obligated by firm, long-term contracts to other users. This 
formula affords a substantial basis for financing the expansion. The one-third 
balance of such contemplated expansion, therefore, may not go to the small 
nonintegrated user for the simple reason that he cannot usually make the 
necessary long-term commitments. As a result, much of the metal that will 
be made available to nonintegrated users under the new expansion will unques- 
tionably go to large nonintegrated users. An example is the contract of the 
Ford Motor Co. with Reynolds. 


These hearings propose to look again at the role of small business 
in the aluminum industry—the impact upon small business of the 
contracts of the Reynolds Metal Co. with Ford and General Motors. 
What impact will such contracts have on the independent smelters, die 
casters, extruders, and producers of semifabricated and fabricated 
forms who historically have done business with the large automobile 
companies? What impact will they have upon other segments of the 
aluminum industry ? 

What effect will such contracts have upon the obligation of the 
three primary producers to the Government? Are General Motors 
and Ford to be classified as “nonintegrated users” as that term is 
defined for the protection of small business in the basic contracts 
between the primary producers and the Government ? 

The report further declares: 


For example, nonintegrated users would be immediately affected if the demand 
for aluminum were to rise in the automobile industry in the near future from 
the present level of 35 pounds per car to a potential of over 400 pounds (David 
P. Reynolds, Aluminum in Automobiles, Society of Automotive Engineers, Nov. 
7, 1955). For a six or seven million car market per year, that would require up to 
10 times the nearly 300 million pounds taken by the automobile industry in 1955. 
The Reynolds contract with General Motors involves up to 40 million pounds 
per year. The recent contract between the Ford Motor Co. and Reynolds for 
an average of 64 million pounds per year for 10 years, illustrates the possibili- 
ties for sharply increased demand. At the same time, unless the smaller 
nonintegrated users share in such possibilities, the Ford case also illustrates the 
dangers of new demands that would squeeze the growth of the other noninte- 
grated users. 


In an advance release of a survey made by Modern Metals dated 
December 1, 1957, it is shown that within the last 2 years approxi- 
mately 4,000 firms which were engaged in the consumption and proc- 
essing of aluminum are no longer so engaged. The survey also indi- 
cates that approximately 5,000 new firms have entered the field. The 
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committee is concerned with the causes of such casualties and hopes to 
be of assistance in the checking of such a might mortality rate. 

Since the committee’s last hearings, the published price of Fee 
aluminum has increased from 19 to 26 cents a pound, a rise of 37 per- 
cent in2 years. As stated in our report: 


The integrated producers make less profits on the sale of primary metal than 
from their fabricating facilities. 


I might state that that came from the testimony of one of the wit- 
nesses in the hearing. p i ; 

In view of the significant rise of the price of primary metal, the 
committee wonders whether that statement is still valid. 

The aluminum industry has frequently been referred to as a growth 
industry. Small business must be permitted to make its contribution 
and to share in the benefits of such growth. . 

Our first witness today is Mr. Joseph H. McConnell, who is general 
counsel for the Reynolds Metals Co. 

Before Mr. McConnell testifies, I wonder whether Congressman 
Riehlman has anything he would like to say at this time? 

Mr. Rrenuman. No, Mr. Chairman, I have no comment. 

This is my first introduction to the aluminum hearings which were 
also held in the previous Congress. I am very much interested in 
the hearings to be held and I hope we can get as much information as 
possible. : , 

Mr. Yates. Before Mr. McConnell testifies today, I should like the 
record to show that the committee is in receipt of a letter from Alu- 
minium Limited dated November 14 and signed by Mr. Davis stating 
the conclusions of the company with respect to its position in the 
aluminum industry. The letter of the company will be accepted for 
the record and the company will be given an opportunity to testify 
at a later date. 

(The letter referred to is as follows :) 

ALUMINIUM LIMITED, 
Montreal, Canada, November 14, 1957. 
Hon. Sipney R. YATEs, 
Chairman, House Small Business Subcommittee No. 8, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN YATES: Mr. Maness of your staff has informed us of 
your intention to hold hearings next week on problems affecting small business 
in the aluminum industry. Since our business in the United States is becoming 
more and more related to the progress of the nonintegrated aluminum companies, 
for whom we are virtually the sole noncompetitive source of primary ingot, 
we are naturally interested in the investigation. While not fully informed as 
to the topics you intend to explore, we thought it might be of some interest 
to the subcommittee if we made some observations about conditions among the 
independents and about our services to them. 

Before doing so perhaps it would be helpful, especially for the members of 
the subcommittee who were not present at the hearings in 1955, if we gave 
a brief explanation of our company and our operations. Aluminium Limited 
is a Canadian corporation; through its main subsidiary, Aluminum Company 
of Canada, Ltd., it is the second largest producer of primary aluminum in the 
world. The company fabricates only a small part of its primary aluminum 
production; in the United States it does no fabricating and is consequently 
very interested in the development of the independents for whom it is a natural 
supplier of ingot. There is no connection between Aluminium Limited and 
the producers in this country. Since about 40 percent of the ingot production 
of the company is sold to customers in the United States, this market is 
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of great importance not only to the company but also to Canada in its trade 
with the United States. 

As the first report of your subcommittee on the aluminum industry states, 
the period of most rapid growth among the independents was in the years 
1950-55. Sales by our company were an important factor in this growth. In 
1953, a year of exceptional growth, the company was the largest supplier, 
providing about 40 percent of the total purchases of primary ingot by the 
independents. This year our sales are a smaller share of their total purchases 
of ingot. Our total sales to all customers in the United States have remained 
at about 200,000 tons for each of the last 5 years, with slightly more than half 
of this going to the independents, the balance to the domestic producers which 
haye been regular buyers since World War II. 

While in the years 1950-55 the independents expanded in numbers and in 
tonnage of ingot purchased, the last 2 years have seen a slowing down in their 
rate of growth. According to information issued by the Department of Com- 
merce, the number of companies making up the aluminum industry almost 
doubled between February 1952 and the middle of 1955. The Department’s 
latest report, issued as of June 30, 1957, shows no increase in the number of 
enterprises since the middle of 1955. According to the observations of our 
United States distributing company, Aluminium Limited Sales, Inc., there are, 
however, as a result of the installation of melting and semifabricating equip- 
ment, more independents requiring primary ingot today than there were 2 
to 3 years ago. In contrast, there has been a reduction in the buying of primary 
ingot by foundries and secondary smelters which are once again relying on 
the generation of scrap for their raw material. The combination of these 
changes probably explains why the total number of our independent customers 
is practically the same as it was 3 years ago. 

Whereas 2 years ago an independent’s principal concern was its metal 
supply, today the major problem is to maintain and expand sales. Competition 
between individual companies has intensified as it has in other industries. 
With reduced profit margins, less capital is being generated to continue the 
remarkable growth that featured the period 1950-55. 

In recognition of these circumstances and of the increasing interrelationship 
between ourselves and our independent customers, we have endeavored to improve 
the services we provide to them. We have enlarged our program of technical 
assistance so that we are today giving guidance on the purchase and operation of 
equipment, on plant modification, and product development. In certain instances 
we help to design and develop novel equipment of minimum capital cost— 
equipment designed to take advantage of the special adaptability of aluminum 
to small-scale processing. In order to help customers to cut costs and improve 
quality we have developed ingot products to suit their individual requirements. 

In our appearance before your subcommittee in May 1955 we described the 
steps we were taking to expand capacity to meet the primary metal requirements 
of the independents and other customers. These plans were later further en- 
larged so that up until recently we were planning to expand primary aluminum 
capacity in Canada to about 1 million tons by 1960. Within the last few weeks 
we have, however, in recognition of the change in supply conditions, adjusted 
this expansion program so that only 776,000 tons will be put into operation. 
We are continuing to build the basic hydroelectric and raw material facilities in 
Canada and in the Caribbean to provide sufficient power and raw materials to 
produce 1 million tons of primary aluminum a year when a change in conditions 
justifies resumption of our earlier plans. This ability to create new ingot 
eapacity quickly should help to prevent the recurrence of the shortage problem 
which was the major concern of your subcommittee in 1955 and should permit 
us to be in the future an increasingly reliable source of metal for the inde- 
pendents. As their noncompetitive supplier, we plan to continue our program of 
technical assistance to encourage their further growth. 

Very truly yours, 
ALUMINIUM Lp. 
NATHANAEL V. DaAvis. 


Mr. Yates. Mr. McConnell, the committee would be delighted to 


hear from you as our first witness. We will be pleased to hear what 
you have to say. 
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TESTIMONY OF JOSEPH H. McCONNELL, COUNSEL, REYNOLDS 
METALS CO.; ACCOMPANIED BY GUSTAV B. MORGRAF, GENERAL 
SOLICITOR ; IRVING LIPKOWITZ, ASSISTANT TO THE PRESIDENT ; 
AND MAXWELL CASKIE, ASSISTANT VICE PRESIDENT 


Mr. McConnetu. My name is Joseph H. McConnell, I am counsel 
for Reynolds Metals Co, I am here as a member of the executive 
committee of that company in response to Chairman Yates’ letter 
inviting a representative of the company to appear before your 
committee. 

Mr. Yates’ letter stated that the committee is interested in receiving 
information on the future of the aluminum industry and the position 
of small business in that future. 

The future of the aluminum industry is bright. It is a future, as 
we see it, of bigger opportunities for all in the industry—for the 
small, the medium sized, and the big. 

Twenty years ago there was one primary aluminum producer in 
the United States. Today there are 4, and within a few months 
there will be 6. 

Twenty years ago there were a dozen nonintegrated fabricators 
whose business was primarily aluminum. Today there are almost 
200, with thousands of others manufacturing and selling products 
using aluminum, 

Current aluminum consumption in this country is at the rate of 
almost 2 million tons a year, an increase of 135 percent over what 
it was in 1947. Remarkable as this growth has been, the tonnage 
increases which can be realized in the years ahead are several times 
as great. 

ur analysis of potential markets brings us to the following esti- 
mate of aluminum consumption in this country: 

8,400,000 tons by 1960—70 percent more than 1957; 

5,000,000 tons by 1965—more than 2% times that of today. 

These are the estimates, according to our marketing specialists and 
technical experts—based on the unique properties and known appli- 
cations of aluminum. These potential markets will be realized with 
a research and development work backed up by vigorous mar- 

eting and merchandising efforts. 

This growth and these products are not surprising. Aluminum is 
unique among the basic raw materials. Its properties will attract 
more and more demand. Its applications are economical and lasting. 

Not many years ago our company was a small business. Reynolds’ 

rowth has been paralleled by scores of enterprises that have profited 

rom the expansion of the aluminum industry. The nonintegrated 
fabricators have steadily increased their share of the total market. 
Shipments by the fabricators of sheet, foil, extrusion, wire and cable 
and by the nonintegrated foundries, have increased 122 percent since 
1950. Shipments by the integrated producers of the same classes of 
products have increased 37 percent. 

For the benefit of the committee, Mr. Chairman and Congressman 
Riehlman, we have indicated the figures which I have just stated to 
you by the chart there on the right, which shows that the shipments 
of the nonintegrated fabricators have risen from approximately 363,- 
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500 tons to 807,500, an increase of 122 percent, and integrated from 
709,000 tons to 971,000, an increase of 3h percent. 

Mr. Yares. I think you would prefer not to have questions asked 
of you until you complete your statement? 
ar McConnetu. I would appreciate it, sir, if you would be so 

ind. 

In extrusions, the nonintegrated companies’ share of the market has 
climbed from 35 percent in 1950 to over 64 percent today. 

The nonintegrated companies are important to us. Many of them 
are our customers not only for primary aluminum but also for mill 
products. Those who have remelting and casting facilities purchase 
pig and ingot. Others who do not have these facilities purchase such 
products as sheet, rod, and extrusion billets. 

Important to us also are the manufacturers who use aluminum in 
their products. These have multiplied from 4,500 10 years ago to over 
25,000 today. 

All of these companies, both large and small, make up the market for 
the products we manufacture. 

1 aluminum companies have contributed to the growth of the 
industry. Your committee summarized the situation very well in 
a July 1956 report, Small Business and the Aluminum Industry. 

e report stated : 

Both big business—represented by Alcoa, Reynolds, and Kaiser—and small 
business—represented by the processors or fabricators of aluminum—have made 
substantial and important contributions to this spectacular expansion and vi- 
tality in the aluminum industry (p. 5). 

Future growth likewise will be the product of the effort put forth 
by all segments of the industry. The resourcefulness and abilities of 
all the companies, regardless of size, will be needed to realize the future 
market potentials. We share the wish of your committee that all 
aluminum companies be given the opportunity and incentive to con- 
tinue expanding aluminum markets. 


EXPANSION FOR PEACETIME, 1945-57» 


As a preface to the future of the aluminum industry, we should look 
to the growth which has occurred with the expansions for peacetime 
markets since the end of World War IT. 

The story of the aluminum industry has been one of energy, enter- 
prise, ingenuity, and risk. The key to the future lies in the industry’s 
ability to continue to create and expand regular peacetime markets. 
Although a large part of the capacity expansion during the past 22 
years originated with wartime mobilization programs, over 90 percent 
of the aluminum consumed today goes into regular peacetime uses. 
The development of these civilian markets is an industry accomplish- 
ment, achieved mainly since the end of World War II and particularly 
during the last 5 years. 

This postwar period of growth had its initial impetus at a Small 
Business Committee hearing, similar to this one, held on the Senate 
side in February 1945. The founder of our company, the late Mr. 
Richard S. Reynolds, Sr., testified at that hearing. Many thought 
then that the outlook for the industry was a dismal combination of 
excess capacity and huge surpluses of war scrap; that the Government 
war plants should be put in mothballs for at least 5 years. 
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Mr. Reynolds was a bold dissenter, predicting that : 


The day may not be far distant when the United States will require several 
times as much aluminum a year as our peak war production. 

Mr. Reynolds backed up his optimism by being the first to lease and 

ut back into production some of the Government’s pea In some 
instances our company was the only company responding to the Gov- 
ernment’s invitation to bid and in each instance, of course, the highest 
eligible bidder for the plants we acquired. 

ubsequent events proved Mr. Reynolds to be correct. All of the 
economical reduction plants were put back into use, and in less than 
5 years additional capacity was being built to meet the rising demand. 

After World War II the Government’s policy was to offer fabricat- 
ing plants first to those who leased the primary producing plants “to 
enable them to integrate their business more favorably” (report of the 
Surplus Property Board to the Congress, Sept. 21, 1945, p. 52.) 

The result has been the creation of companies having sufficient earn- 

ing sapeny, to obtain the financing needed for large-scale expansion 
of facilities for production of primary aluminum. 
In addition to supplying the bulk of the raw materials which the 
nonintegrated companies use, the primary producers in large meas- 
ure have developed the markets in which all fabricators sell their 
products. Asthiscommittee’s 1956 report stated: 

An important force in the advance of aluminum unquestionably has been the 
introduction of Reynolds and Kaiser as competitors to Aleoa. There have been 
3 primary producers instead of 1 engaged in market promotion and product 
development (p.5). 

These three companies have provided most of the funds and per- 
sonnel for the research and most of the advertising and market devel- 
opment which had to be done in order to expand postwar markets to 
their present size. 

From the viewpoint of small business, the presence of the additional 
integrated producers has meant more sources of supply and a more 
plentiful supply of aluminum. This is demonstrated by Reynolds’ 
record as a seller of primary aluminum to nonintegrated fabricators. 
Before World War II, Reynolds was a nonintegrated fabricator, com- 

eting against other fabricators for whatever metal was available, 
Sane the war, as the earlier record of this committee shows, we have 
sold large tonnages of primary aluminum to nonintegrated fabrica- 
tors, even on occasion to the detriment of our own fabricating 
operations. 

Here is how our sales of primary aluminum to nonintegrated users 
have increased steadily. 

To our left I have indicated on the chart how our sales of primary 
aluminum to nonintegrated users have increased since 1946. The 


percentage increase is very substantial. 
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When the Korean emergency arose, there were three primary pro- 
ducers in this country who were ready to take on the tremendous job 
of expansion to meet the mobilization needs. What is more impor- 
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tant is that the mobilization expansion was carried out in a manner 
which resulted in construction of permanent facilities beyond the then 
existing market requirements—capacity which could be utilized in the 
subsequent peacetime economy. 

We and the other primary producers willingly responded to the 
Government’s call to build additional production capacity to meet the 
national emergency even though it resulted in creating capacity which 
exceeded the peacetime demands at the time. While the Government 
provided certain assurances to the companies through the contracts 
which, in effect, guaranteed for a period of 5 years the sale of the 
metal from the additional production capacity created by this expan- 
sion, the primary producers took on the substantial burden of obtain- 
ing from private sources the funds needed for the expansion and the 
financial risks involved in long-term power contracts and utilization 
of the plants for peacetime purposes. 

A byproduct of the Korean expansion, of course, was the agreement 
by the primary producers with the Government to make available to 
nonintegrated companies for 15 years following the end of the first 
5 years, a quantity of metal equal to 25 percent of the output from 
the expanded capacity. This has now been increased to 35 percent by 
mutual agreement. 

During the first 5 years, when the Government has a first call on 
all the output, the producers are obligated to offer to nonintegrated 
users two-thirds of the additional production less what the Govern- 
ment takes. The nonintegrated users have no obligation to buy any of 
the metal which the producers must offer to them during the 20-year 
period. 

After the Korean emergency the companies once again turned to 
development of peacetime markets for aluminum and promotion of 
its use for more and more purposes. 

One of the most important of all the developments from a long- 
range point of view involved the transportation industry and the auto- 
mobile companies in particular. Reynolds has had a major part in 
promoting the use of aluminum by the transportation industry, and 
T would like to tell you something about our work with the companies 
and the importance with which we regard this work. 


THE 1955 SHORTAGES AND EXPANSION OF PRIMARY CAPACITY 


The history of our company has been one of continual growth and 
expansion of capacity. Our efforts have been directed steadily toward 
the goal of enough metal for all needs. 

Despite the sharp expansion resulting from the Korean emergency, 
the industry in 1955 again found itself facing a familiar problem. It 
was unable to meet the demand. 

This committee knows well the picture of the aluminum industry 
in mid-1955. Our main concern was to find means of expanding 
capacity and increasing output. At that time Reynolds had just 
completed a refunding program and had a total debt of approximately 
$250 million. We were engaged in a $62 million improvement pro- 
gram including an increase in our primary aluminum production 
capacity at existing plants. 

We recognized that we could not stop there. Looking to antici- 
pated demands in the future, we were busy with plans to expand our 
primary capacity further. 
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By this time construction costs had increased greatly. We esti- 
mated that upwards of $100 million would be needed for construction 
of another reduction plant and related bauxite mining and alumina 
facilities. We knew, too, that one more plant would not be enough 
and that we would have to plan for even more in the near future. 

Toward the end of 1955 we were able to work out an agreement with 
Ford Motor Co. providing for sale to Ford of 64 million pounds of pri- 
mary aluminum a year for 10 years. This assured outlet for more 
than one-fourth of the output of a new 225-million-pound reduction 
plant proved to be a most important factor for us in obtaming 
financing for the new plant. . 

This contract and a later one with General Motors Corp. had a most 
important bearing on the expansion of our reduction facilities, and 
thus upon the supply of primary metal. The background is an in- 
teresting story of progress in the aluminum industry. 

For many years the industry had followed the practice of selling 
primary aluminum as three different products : 

Pig—which is aluminum poured directly from the reducing pot 
and hardened ; 

Ingot—which is generally made from remeited pig and is char- 
acterized by a controlled analysis for the presence of alloys and im- 
purities ; and 

Billet—which is a form of ingot specially shaped and treated for 
use in the extrusion process. 

Each of these commodities is sold at different prices. The con- 
tracts with General Motors and Ford established a fourth primary 
aluminum product. 

In 1948 General Motors initiated discussions with our company 
with the view of securing additional supplies of aluminum ingot 
needed in the manufacture of a transmission system. During the 
course of these discussions it became recognized by both parties that 
molten aluminum as a commodity might possess advantages for this 
purpose over either pig or ingot. Billet, the third then-existing pri- 
mary aluminum commodity, is not used in making castings. 

Previously, we had sold aluminum to General Motors in pig or 
ingot form, and after acquiring the metal in that form General Motors 
remelted it and cast it into finished parts. It occurred to both parties 
that direct sale of molten aluminum for this purpose would enable both 
seller and buyer to eliminate the time-consuming and costly steps of 
pouring and molding the metal and cooling, handling, storing, trans- 
porting, rehandling, and remelting it back to the original molten 
state. 

The discussions resulted in a contract dated February 7, 1950, be- 
tween our company and General Motors providing for sale of molten 
metal on an experimental basis. This was the first sale of molten 
aluminum. The contract was for 3 years. It covered the sale of 
a minimum of 7,500 pounds and a maximum of 25,000 pounds of 
molten aluminum per day, with the provision that if General Motors 
could not use all of the molten metal, the remainder would be taken 
in pig. The specifications for the content of the metal provided for 
chemical compositions particularly suited for casting operations which 
permit a relatively wider range of elements to be present compared 
with metal sold for general purposes. 
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The price for the molten aluminum was determined in this con- 
tract, as also in each of the subsequent contracts for sale of molten 
aluminum, according to a formula which reflects the chemical com- 
position and the savings resulting from elimination of freight and 
other factors. This contract and also the later molten aluminum con- 
tracts made provision for the possibility of purchase of some of the 
metal alternatively as pig. In such event, the price is the regular 
price for pig. 

Operations under this contract were successful and Reynolds and 
General Motors then entered into an agreement, dated July 23, 1952 
covering the purchase and sale of molten aluminum for a 5-year period 
from January 1, 1954, and thereafter until either party cancels upon 
1 year’s notice. This contract is for the molten aluminum to be used 
by General Motors at a foundry which it built for the purpose near 
our Jones Mills reduction plant. The contract provides for a maxi- 
mum of the output of 1 potline, about 40 million pounds a year. 

When the need arose in 1955 to find substantial backing for a new 
aluminum reduction plant, we were ready to demonstrate to the Ford 
Co. that an arrangement for sale of molten aluminum would be mu- 
tually beneficial. 

Metal for the contract with Ford is to be produced by Reynolds at 
its new 225-million-pound reduction plant being completed at Lister- 
hill, Ala. Ford has constructed a foundry adjacent to the Reynolds 
plant for use of the molten metal. 

As I have said, the Ford contract was a most important factor for 
us in obtaining financing for our new Listerhill reduction plant. The 
existence of the contract was one of the conditions required of our 
company by the lending institutions from whom we borrowed $75 mil- 
lion of the amount needed for the expansion. Thus it enabled us to 
obtain a large part of the necessary money at a reasonable interest 
rate. It was an element essential to the expansion of our facilities 
by 225 million pounds—enough to fill the requirements of the contract 
for 64 million pounds annually with 161 million pounds left over for 
other uses. 

While arrangements for the new Alabama reduction plant were 
being finalized, we were making plans for still further expansion. 
Within a year we were ready to move forward, and another automotive 
contract played a decisive part. This was the contract we entered into 
with General Motors in February of this year providing for molten 
metal to be supplied to a new General Motors foundry to be built on 
the St. Lawrence River in upstate New York. 

The New York Power Authority is engaged in a project for develop- 
ment of hydroelectric power on the St. Lawrence River. The Power 
Authority needed an assured outlet for a large quantity of the power. 
This afforded to us an opportunity to get hydroelectric power at rates 
which would make feasible the operation of another aluminum reduc- 
tion plant. 

We were able to work out a contract with the authority for power 
for a new 200-million-pound reduction plant on the St. Lawrence. 
Considerable opposition to the power contract developed in the State 
of New York, based upon the charge that not enough employment 
opportunities would result from use of the power to justify assigning 
such a substantial quantity to the production of aluminum. 
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This problem was met by the decision of General Motors to con- 
struct a foundry at the site of the reduction plant. Governor Harri- 
man’s statement at the ground-breaking ceremony for the new St. Law- 
rence reduction plant shows the part played by the General Motors 
contract in this expansion. Governor Harriman said: 

Before I agreed to the allocation of power to the Reynolds Co., I felt it was 
essential to arrange that fabricating facilities be established concurrently, so 
as to keep the aluminum here for conversion and secure the jobs that go with it. 

There is no doubt that without the General Motors contract the 
power contract would not have been approved. The contract provides 
for sale of a maximum of 75 million pounds of aluminum a year. The 
contract will run until May 31, 1964, subject to renewal at General 
Motors’ option for an additional 5 years, and thereafter until termi- 
nated by either party on 1 year’s notice. 


ALUMINUM AND THE AUTOMOTIVE INDUSTRY 


It is not accidental that the automobile industry has had such a 
prominent part in the aluminum developments. That industry was 
once the biggest user of aluminum. Such cars as the Peerless, Dusen- 
berg, and Franklin of 1902 and 1903 used substantial amounts of alu- 
minum, and aluminum consumption in automobiles increased steadily 
in the 1920’s. One Pierce-Arrow model, introduced in 1923, contained 
85 percent of its weight in aluminum. 

s the automobile industry advanced from low-volume production 
of luxury cars into mass production, use of then relatively high-priced 
aluminum sharply decreased. At about the same time, the steel indus- 
try, working with the automobile makers, developed a continuously 
annealed deep-drawing sheet that speeded production and greatly low- 
ered costs. The aluminum industry was not sufficiently developed in 
size or in technique to be able to compete with steel in this mass-pro- 
duction market. 

Since that time, however, there have been major developments in 
the aluminum field. Originally, the automobile makers bought alu- 
minum for its lightness and strength, for its freedom from rust and 
resistance to corrosion, and for its high thermal conductivity. Even 
as early as 1946, there were additional advantages, including new war- 
developed alloys and new and more economical fabricating and fin- 
ishing processes. The molten aluminum pioneered as a commodity 
by Reynolds possessed special characteristics making it particularly 
adaptable to the automobile field. Automobile manufacture is geared 
to a production-line system. Molten aluminum by its nature is a 
commodity which is produced continuously on a 24-hour-day 
basis, 365 days a year, and is used soon after it is produced. 

The contracts for sale of molten aluminum therefore provide for 
delivery on a continuous 24-hour-a-day basis and for the motor com- 
pany to construct facilities adjacent to a reduction plant in order that 
the metal may be accepted and used continuously in molten form as 
it is produced. This has the important advantage of relieving the 
producer of the concern about building up a large inventory of metal. 

In a peeduet as complex as the automobile, one new use for alu- 
minum begets others. The highly competitive nature of the automo- 
bile business means also that a successful application of aluminum 
by one manufacturer is quickly adopted by the others. With alu- 
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minum still accounting for less than 2 percent of a car’s total weight, 
we feel that the molten-metal contracts will accelerate the use of more 
aluminum parts in automobiles. 

While we believe molten metal is encouraging wider use of alumi- 
num, it is not the source of all parts made from aluminum. In the 
manufacture of 1958 model cars, the automotive industry is expected 
to use 8 percent more aluminum castings than it did last year and 
more sheet, extrusions, and wrought products. Molten metal ac- 
counts for a relatively small share of the aluminum used to make 
automotive castings and is not used at all in the fabrication of these 
other aluminum products. Most of these items are purchased from 
aluminum fabricators. 

The move of the automotive companies toward more extensive use 
of aluminum and the decisions of Ford and General Motors to make 
long-range commitments for molten aluminum came at a most pro- 
pitious time. The experimentation by General Motors in the handling 
of molten metal paved the way for the later arrangements. The 
contract with Ford in 1955 was made at a time when shortage of 
aluminum was being felt severely by all the industry. It and the 
contract with General Motors together are largely responsible for 
an expansion of annual capacity of 425 million pounds. More than 
two-thirds of this—at least 286 million pounds a year—will be avail- 
able for uses other than to fulfill the commitments to the motor 
companies. 

The significance of these developments will become more apparent 
when we discuss future markets in greater detail. 


FUTURE MARKETS 


Your committee’s July 1956 report stated: 


Prospects appear bright for a continued expansion of aluminum markets in 
which nonintegrated users could obtain a relatively greater share. The present 
expansion plans of the established primary producers contemplate investing 
hundreds of millions of dollars provided by banks, insurance companies, and 
public subscriptions in the conviction that the markets will pay off the invest- 
ment. * * * Despite the inevitable fluctuations likely to occur from year to 
year, the opportunities for relative growth seem to invite nearly all classes of 
independents (pp. 40-41). 


We know of no reason to change that statement. We expect a 
greater and greater expansion of the markets for aluminum in which 
all of the industry will share. 

I have previously said that these markets will provide an estimated 
3,400,000-ton potential in 1960 and a 5-million-ton potential in 1965. 

These future estimates are based on the continued development of 
today’s major markets, rather than on the discovery of entirely new 
areas of consumption. Accordingly, the major markets of the future 
bear the same general labels as they do today: Transportation; con- 
struction ; consumer durables; electrical and communications; machin- 
ery and equipment; and containers and packaging. 

These are the principal big tonnage markets which the aluminum 
industry intends to develop further. 

Before these potential markets can become a reality, prospective 
consumers need to be assured that they will not engineer themselves 
into a shortage by turning to aluminum. As this committee knows 
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so well, this is particularly important in the aluminum industry which 
has had recurrent shortages until last year. : 

The supply picture is a very different one today from the time of 
your committee’s last hearings, in 1955. Small, medium, and big busi- 
ness can get all the aluminum they need. The reason is not to be found 
in any sudden drop in consumption, but rather in the steady and sub- 
stantial increase in supply. Total aluminum supply in this country 
has increased from 1,200,000 tons in 1950 to 2,335,000 tons this year, a 
jump of 95 percent. 

The total supply will increase considerably during the next 3 years 
as new capacity now under construction comes into full production. 
The outlook, therefore, is for an adequate supply to meet all the 


requirements of the growing aluminum market, as it is projected for 
the next few years. 


THE MARKET CHALLENGE 


With this supply the industry has a challenging task during the 
years ahead. The pattern of growth has been development of new 
markets and advancements within the markets. This will continue. 
Each of these major markets will have individual attention, special 
research, and product development. They will involve technological 
problems ranging from basic metallurgical questions at the primary 
aluminum level to fabricating techniques and new or better finishes. 
The aluminum industry will not stop even there. It will take these 
improved products, methods and finishes, and sell them—sell them to 
fabricators and manufacturers, and sell them to ultimate consumers. 

Our estimates of future markets indicate realistic sales opportu- 
nities. There will be intense competition with other products from 
other industries. This interindustry competition already is great. 
It is the competition of steel versus copper versus aluminum versus 
plastics versus glass versus wood. It is the competition for the same 
consumer dollar among cars, appliances, homes, vacation trips, and a 
host of other things. 

Recognizing these circumstances, the aluminum industry is focusing 
more of its selling efforts on the ultimate consumer. From the prime 
producer to the manufacturer of the finished aluminum product, the 
industry’s selling is being consolidated to develop larger markets. The 
primary producers in the aluminum industry, for example, are usin 
more television advertising than all other metal producers ceanbiaeds 
using it principally to sell consumer products—those of their cus- 
tomers as well as their own. 

The future market potential of the aluminum industry can best be 
achieved, in our judgment, if each segment of our industry continues 
to participate in this competitive struggle against other industries for 
these markets. Our task is to increase the amount of aluminum used 
per car, per home, per appliance, per package. 

The big job facing each of us in the industry is to offer our cus- 
tomers better and more useful products than other industries do and 
convince our customers that they should use these aluminum products 
rather than those made of other materials. 

Under these circumstances, our marketing activities are concentrated 
on the development of new markets, whether in construction, trans- 
portation, or in such fields as the petro-chemical industry. In each 
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case success by one company creates a market not only for that com- 
pany but also for competing suppliers of these aluminum products. 

his is an inevitable result of market development, because in each 
instance we are selling aluminum both as against each other and as 
against some other material. When we succeed, we not only have 
sold the customer on our own aluminum product but also have made 
him much more receptive than before to our competitor’s aluminum 
products. Consequently, whether it is foil labels, oil cans, molten 
metal, or building panels which an aluminum company is selling to 
develop a larger market, it is necessarily creating more sales oppor- 
tunities for aluminum in general. 

There is a market eroatnnes job for every aluminum company,. 
big, medium-sized and small, in this fight to attain a 3,400,000-ton- 
market by 1960 and a 5-million-ton market by 1965. There is a 
definite place for every size company in this development. 

To do this job, all of us in the industry must of course be ready 
to make the commitments and take the risks, according to our re- 
spective abilities and judgment, involved in so ambitious an effort to 
build up our markets. Our company has indicated that it is will- 
ing to do this by the large financial commitments it has made to de- 
velop an adequate supply of aluminum. The product and market 
development and promotion campaigns of Reynolds and other com- 
panies demonstrate their determination to build up the industry’s po- 
tential markets to their projected levels. 

There is also needed in this effort to expand the industry a thorough 
understanding, within the industry and without. There must be for 
each company the freedom to grow, to embark on new ventures, to 
develop new techniques and new products. The aluminum industry 
has grown because there has been this freedom; this freedom for 
primary producers to increase in number from 1 to 6 and for the 
number of extruders, foundries, foil rollers, sheet rollers and second- 
ary smelters—to grow from a handful to hundreds. We need to un- 
derstand that this growth brings industrywide benefits, and there- 
fore should be encouraged by everyone concerned, including the Gov- 
ernment. 

We are confident that through this understanding and the efforts 
of all of the companies the aluminum industry and all segments of 
it will continue to grow and to prosper. 

(The 2 charts referred to in Mr. McConnell’s statement are as fol- 
ows :) 
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Chart Number 1 


FABRICATED ALUMINUM SHIPMENTS, 1950-57 


Comparison of Non-Integrated Fabricators 
and 
Integrated Producers 


SHIPMENTS (Tons 


Non-Integrated Integrated 
Fabricators Producers 
1950 63,500 709,000 
1957 07 ,500 971,000 
Increase 
Tons 444,000 262,000 
Percent 122% 37% 
1950-57 INCREASE 
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* Sheet, Foil, Extrusions, Wire, Cable, Castings. 
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Chart Number 2 


Reynolds Metals Company 
PRIMARY ALUMINUM SALES 
To Non-Integrated Users 
Tons 
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Mr. Yates. Mr. McConnell, that is a very fine statement. 

Mr. McConnetu. Thank you, sir. 

Mr. Yares. And of great value to the committee. Your statement 
refers almost at its inception to a bright future for the aluminum in- 
dustry and bigger opportunities for everyone in that industry—for the 
small, for the medium sized, and for the big. Where do you see the 
small companies fitting into this huge, expanded industry? What will 
be their role? What will be their function ? 

Mr. McConnetu. I would assume, Mr. Chairman, if I may say so, 
that on the basis of the historical record which we have, that the small- 
and medium-sized segments of our industry would grow somewhat in 
the same manner that they have heretofore. 
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Mr. Yarxs. You see them as occupying a place solely as fabricators? 

You ? not see any of them moving into the pig and ingot production 
hase 

e Mr. McConne .. I see no reason why we should accept the fact that 

that is not possible. I just don’t know that. 

Mr. Yates. Their historical function at least has been to supply 
fabricated and semifabricated forms; has it not ? 

Mr. McConnetu. Yes. Of course, we were fabricators at one time 
and that is the reason I say I would not assume—— 

Mr. Yates. That raises a very interesting point. Mr. Richard Rey- 
nolds in his testimony before us pointed that out. He said: 

Our plans are to increase our fabricating capacity and our ingot capacity. We 
are fabricators, we are merchants, and we intend to continue to go along in every 
way that we can. 

I assume that is still true; is it not? Are you primarily a fabricat- 
ing company ? 

Mr. McConne.u. Well, I do not know whether you can say primary 
or not. 

Mr. Yares. Are you now moving more into the ingot- and pig-pro- 
ducing class ¢ 

Mr. McConne tu. As you can see by that chart, my friend, Mr. Rich- 
ard Reynolds, I am sure, was stating what the original intention of 
our company was, and no doubt still is; but because we were able to get 
into the primary production and increase our primary capacity, I 
could see by this chart that we have also, during the years, become a 
much larger seller of primary than we were before. 

Mr. Yates. I must confess that I have difficulty transposing tons into 
pounds and pounds into tons. 

Mr. McConnex. I do, too. 

Mr. Yates. Your statement makes reference to both, and I found 
it somewhat confusing as I moved from one figure to another. 

Mr. McConnztu. That is 120,000 tons that you see. 

_. Mr. Yares. I hope there are mathematicians present who can trans- 
late that into pounds at some later time. 

Mr. McConne xt. Irving, you did thechart. You do it. 

Mr. Lirxowirz. We are trying to translate the industry into tons. 
That is one of our problems. 

Mr. Yares. Oh, is that sof Recently, you have amended your con- 
tracts with General Services Administration ? 

Mr. McConnetu. Yes, sir. 

Mr. Yares. To provide basically for an expanded opportunity for 
the distribution of your metal to nonintegrated users. What is a non- 
integrated user as you recognize that term under those contracts ? 

r. McConne.u. Of course, we have got those contracts and I don’t 
want to have to interpret them in some way that might be different 
from what they really say, and we all know what they are and I assume 
they have been put in the record heretofore. But I assume a noninte- 
grated user in general is one who does not produce primary aluminum. 

Mr. Yates. Then under that definition, both Ford and General 
Motors would be nonintegrated users ? 

Mr. McConnz tt, I should tell you this, in case you do not know it. 
Under the original General Motors contract which we entered into 
in 1950, that problem did come up as I recall, at least it was in the 
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ordinary routine. We were required under that contract where the 
amount of metal exceeds a certain amount, as I recall 500,000 pounds, 
we are required to notify General Services Administration of that par- 
ticular customer to reach—— 

Mr. Yates. Did you mean pounds then? 

Mr. McConne tt. Five hundred thousand pounds, I beg your pardon. 

Mr. Yates. Per month? 

Mr. McConnetu. And we notified them of our contract with Gen- 
eral Motors, at Jones Mills, and our classification of General Motors 
in that particular instance as a nonintegrated user, I believe, was 
accepted by the General Services Administration at that time. 

Mr. Yates. The agreement as it now exists is to provide, I think, 35 
percent ? 

Mr. McConne tu. That is correct. 

Mr. Yates. Of your capacity for the use of nonintegrated users? 

Mr. McConne.u. That is right. 

Mr. Yares. Under your contracts with Ford and General Motors, 
will you not have attained this objective of distributing 35 percent 
merely by making deliveries to those companies under their contracts? 

Mr. McConne t. I have not figured it out exactly. In theory, that 
might be so, but as you know, we are interested right now in developing 
more markets for aluminum, and as of now that is 

Mr. Yates. Insofar as your contractual obligation is concerned 
with GSA to make available—— 

Mr. McConne tu. Of course, the GSA facilities 

Mr. Yates. Let me finish my question, please. To make available 
35 percent of your capacity for nonintegrated users, the fulfillment 
of your contracts with General Motors and Ford will attain that 
objective, will it not, not only on a theoretical basis but on an actual 
factual basis, too ? 

Mr. McConne tt. I don’t want to say “Yes” or “No” for this reason: 
The General Motors and the Ford contracts, the new ones, not the 
old ones—the General Motors and the Ford contracts made it possible 
for us to have 425 million pounds capacity that we otherwise would 
not have had, and that was on the basis of the commitment of these 
2 companies, and outside commitments of these 2 companies of ap- 
proximately one-third of that new capacity. 

When you relate that fact to the fact that the one-third that we 
are talking about or the 35 percent we are talking about are the 
facilities which were created at the time of the Korean expansion, 
and then you go on to the present time when the 425 million pounds 
is brandnew, I do not quite think that you can—while mathematically 
what you say, I do not want to disagree with you, I do not think, in 
fact, in logic, that you can reach that conclusion, because the new 
capacity of two-thirds of the 425 million pounds is all by reason of 
these new contracts. 

Mr. Yarrs. Your present argument may be substantiated by your 
eatin page 11 where you point out that your contracts with 
General Motors and Ford have established a fourth primary aluminum 

roduct. The contracts which you have with GSA provided for 
rnishing 35 percent, as amended—35 percent of your capacity in 
pig form ? 
r. McConnetu. Yes. 
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Mr. Yates. Now, in view of the fact that you now have established 
a fourth primary aluminum product, does this mean that this does 
not qualify as pig under the basic contract ? 

Mr. McConnetxu. Well, I would like to meditate on that a little 
bit more, if Imay. I understand your point. 

Mr. Yates. I am trying to find out whether or not those—— 

Mr. McConnetu. I had not considered that. It is an pniareniong 
legal point, Congressman Yates. I had not considered that myself. 
I would like to think about that a little bit more, if I may. 

Mr. Yates. What is the consideration for the amendments to the 
contract? I wondered what the Government was giving Reynolds 
for Reynolds’ expanded facilities ? 

Mr. McConnetu. That is a good question because I had spoken at 
length several times on that, not to you, sir. 

Mr. Yates. Yes. 

Mr. McConnetu. But I always maintained that there was not. 

Mr. Yates. That struck me as I read the amendments. I can un- 
derstand the possibility of there being consideration for the contracts 
of the other two primary producers. When I refer to the other two, 
I mean in the context of the Big Three. 

Mr. McConneu. Yes. We did it, though, we agreed to doit. 

Mr. Yates. I do not think you will have any great difficulty in meet- 
ing that objective under certain definitions of the term “nonintegrated 
user.” 

Mr. McConnett. I do not think we will have any difficulty meeting 
it on any basis. 

Mr. Yates. I just wondered whether or not in case it came up in 
the future, a significant legal argument could not be made on the 
ground there was no consideration for it. But you know of none at 
the moment ? 

Mr. McConne tt. No, sir. 

Mr. Yates. You are general counsel and you do not know of any 
consideration that has been given for it at the moment ? 

Mr. McConnett. I made that argument, but Reynolds does not in- 
tend to stand on any such legal technicality as that, as I am sure you 
are aware. 

Mr. Yates. The changes in the contract were conditionally accepted 
by Reynolds, conditional upon obtaining the consent of the bankers. 
in were given 60 days within which to get their approval. The 
60 days have now expired. 

Mr. McConne tt. Yes. 

Mr. Yates. That approval has been obtained ? 

Mr. McConne tu. Yes, sir. 

Mr. Yarrs. Have there been any other amendments? We have 
copies of your contract with General Motors and Ford, which we ob- 
tained from the Securities and Exchange Commission. Have there 
been any amendments to those contracts other than those which are 
contained in your proceedings for the issuance of securities ? 

Mr. McConnetu. No, sir. Those contracts contained whatever 
amendments—— 

Mr. Yates. May I show you the copies that we have and get your 
statement as to whether those are true and exact copies of your con- 
tracts and whether those are the only ones that exist ? 

Mr. McConnett. Could we—I am sure they are all right. 
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Mr. Yates. You can verify them later. 

Mr. McConneti. We can do that later. I would os it, sir. 

Mr. Yates. We can put your testimony in the record ata later time | 
on that point. 

Mr. Muurer. Mr. Chairman, after they have been identified, they 
will be made a part of our record ? 

Mr. Yates. Yes. 

Mr. Mutter. May the record show that although the copies are | 
marked confidential, they are no longer confidential and have been | 
released to the public? 

Mr. Yates. The copies that I had were not marked confidential. | 
Some parts are, but as I understand it, the Securities and Exchange | 
Commission decided that they were not to be confidential and made | 
them available for the public. That was our understanding. 

Mr. McConnetu. We have not indicated any desire on our part to 
have them other than confidential. Whatever the SEC has said, they 
have said. 

Mr. Yares. This was the ruling by the SEC. 

Mr. McConne tt. Yes, that is right. | 
Mr. Motrer. The point I would like to have this record show, if 
we make them part of our record, isthat wearenotexposingthemtothe — 
eee for the first time. They are now public records, am I not | 

right? 

Mr. McConne tt. I wish they were confidential. 

Mr. Motrer. There is nothing we can do about that any longer. 
They are now public records, and spreading them on our record does 
not breach any desire on your part to keep them confidential. 

Mr. McConne tt. Breach my desire, but not what has occurred. 

(The contracts referred to appear in the appendix, pp. 403-435.) 

Mr. Yates. Mr. McConnell, does your company ever sell its pig and 
ingot below published price? 

Mr. McConne tt. I would hope we did not on very many occasions. 

I am not acquainted with any occasion when we did. 

Mr. Yares. The reason that I asked that question is that I have 
heard recently that pig and ingot were being sold by the producers 
at below the published price, that it was available at below the pub- 
lished price. 

Mr. McConnett. I am not aware 

Mr. Yares. The reason I ask the question is that it seems to me to 
be rather unfair that the Government pay a published price if, in 
fact, the metal is being sold at below the published price. 

Mr. McConnett. I am not aware that they are, that we are doing | 
that. I would be surprised if we were. 

Mr. Yates. Under the definitions that are contained in the contract, 
there are several prices that are mentioned. One is a so-called pub- 
lished price. 

Mr. McConnett. Yes. 

Mr. Yates. And the Government is supposed to pay this. 

Mr. McConnetu. That is right. 

Mr. Yates. Your contracts with General Motors and Ford, you have 
definitions other than published price. You have a so-called market 
price. 

Mr. McConne tt. Yes. 
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Mr. Yates. What is the difference between a published price and 
market price ? 

Mr. McConne xt. I think at least at this time they coincide; do 
they not ? 

Mr. Yares. I do not know. 

Mr. McConne.. I think they coincide. 

Mr. Yates. I would like to find out. 

Mr. McConnett. I think they may be different expressions used 
by different lawyers, but generally speaking, they are identical. 

Mr. Yates. You have them in your contracts with Ford and General 
Motors, in contrast to your contracts with the Government. The 
Government contracts refer merely to published price. The contracts 
with Ford and General Motors refer to market price, and there are 
other references to prices other than published price. 

Mr. McConnett. That is right. 

Mr. Yates. I wonder what the contracting parties had in mind in 
terms of a price other than a published price? Is there any time when 
your price is lower than the published price or higher than the pub- 
lished price? What is meant by the phrase “market price”? 

Mr. McConnetu. Well, I think as of now at least insofar as the 
past record is concerned, I know of no instance in which the market 
price and the published price are not the same. 

Mr. Yates. Is there ever a variance between the published prices 
of the three companies ? 

Mr. McConneEwy. Well, yes; on occasion when we have price moves 
there isa variance for a period of time; yes. 

Mr. Yares. And is the market price—they also refer to a weighted 
average, a weighted market price. 

Is this supposed to be the market—— 

Mr. McConnett. Which contract refers to the weighted average? 

Mr. Yates. The GSA contract refers to a weighted published price. 

Mr. McConne.u. Give me the contract, and let me see it. 

Mr. Yarrs. I wondered what is meant by that definition. 

Mr. McConnetu. Let me just read it again, if I may. 

Mr. Yates. Article 11. 

Mr. McConne tt. That is just in the event that they were selling, or 
from the published price. 

Mr. Yates. From the published price ? 

Mr. McConne tt. Yes. 

Mr. Yates. In the event that sales are being made at a price lower 
than the published price by any of the companies, does that mean that 
the Government is then entitled to that price in connection with any 
puts that the companies make to the Government ? 

Mr. McConneti. I am not sure I agree with that. In the first 
place I am not acquainted with the facts which you seem to indicate 
a possibility that there is such selling. 

Mr. Yates. I don’t know that it is a fact, either. 

I have been told by people whom I have found to be responsible in 
the past, who know the industry, that metal is available at less than 
aoe price, because of its superabundance. 

Now the companies are putting to the Government. 

Mr. McConnett. That is correct. 

a Yates. They are putting to the Government at the published 
price 
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Mr. McConnett. Right. 

Mr. Yates. If the metal is available to purchasers other than the 
Government at less than the published price, should not the Govern- 
ment be given the benefit of that lower price? 

Mr. McConne.u. Whatever the contract says should happen. I 
would rather not try to interpret it here, if I may. 

Mr. Yates. Let’s not look at it legally. Let’s look at it on the basis 
of just fairness. 

he Government has been your biggest customer. Presumably they 
are entitled to as good treatment as anybody else. 

Mr. McConne tt. I think that was the effort made here by this con- 
tract, but I would rather let the contract speak for itself if I may, sir. 

Mr. Rreutman. Mr. Chairman, there are two different groups of 

ople writing these contracts. One is the General Services Admin- 
istration, which is the Government, and the other, industry ; am I cor- 
rect in that? 

Would there be any reason for using a different terminology in the 
2 different contracts, 1 with the Government and 1 with industry ? 

Mr. McConnetu. Well, Congressman Riehlman, you know every 
time you get with a different set of lawyers all of them trying to do 
something a little bit differently—I think, for example, the wording 
in the General Motors contract and the Ford contract as to price is 
somewhat different, but it is certainly the intention of the Reynolds 
Metals Co. that the prices be identical. 

Mr. Rrentman. Would they normally in drawing a contract refer 
to the market price in procurement ? 

Mr. McConnetu. Why ? 

Mr. Rrentman. To the words “using market price.” 

Mr. McConnetx. Who would do that, which one? 

Mr. Rrenitman. General Motors or business and industry. 

Mr. McConnett. Yes; I think they would. 

Mr. RrenHi_Man. Would it be more familiar in writing contracts or 
would it be the procedure that would be followed by the Federal Gov- 
ernment to use the term “the market price,” to which reference was 
made here previously ? 

Mr. McConnett. I am not sure that I understand the question. I 
am sorry. 

_ Mr. Rieutman. Maybe I have confused it. We have two terms used 
in the contract: One is the “published price” and the other the “mar- 
ket price.” That is what I wanted to say. 

Mr. McConnetu. I think all are in effort to define the “market 
price.” 

Mr. Rreniman. One uses the published price and the other use the 
market price ? 

Mr. McConnetu. Right. 

Mr. Rrentman. Then I think that is the thing we are interested in 
learning—why you are using the published price in one contract, and 
the market price in the other contract. 

Mr. McConneztu. I don’t think there is any reason except that three 
different sets of lawyers worked on the contracts, myself. 

Mr. Yates. There are two different factual situations that I think 
Mr. Riehlman as a new member of the committee may not be aware 
of, and they are that the contracts with the Government use the term 
“published price” and also the term “market price.” 
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Mr. Rrentman. In their contracts? 

Mr. Yates. That is right—both. 

The contracts between Reynolds, GM, and Ford refer to published 
price and from that published price they establish a price for the 
molten metal. 

Mr. Rreutman. I see. 

Mr. Yates. Now in terms of the contracts with General Services 
Administration, the Government pays the companies on the basis of 
published price. 

Who establishes the published price ? 

The companies do; don’t they ? 

Mr. McConnetu. Yes. Of course, I would like to say also that 
when you talk about the terms of the contract, molten metals contracts 
were entered into between Reynolds Metals and the motor companies, 
and the Government contracts were entered into between GSA and 
all 3 of the producers, so all 3 of the producers participated in what- 
ever wording was included in the contract. 

Mr. Yares. That is correct. But the company sets the published 
price itself ; does it not ? 

Mr. McConnetu. That is a complicated thing. I think that we 
would say, Mr. Chairman, if I may say this, that the issuance of the 

rice information certainly comes from the companies, as it should, 
ut as to who sets the price ultimately, I am not so sure that I would 
say. : 
r suppose it depends on developments of all kinds. 

Mr. Yates. The reason I asked the question is that the contracts 
themselves say the Government shall pay the published price. 

Mr. McConnetu. Yes, but when you get into why the price is what 
it is, there are an awful lot of factors, as you well know, which are 
involved in arriving at the price, which are not within the control 
of the companies. 

The companies announce the price, but I won’t say the companies 
fix the price. 

Mr. Yates. Then who sets the published price ? 

What are the factors that go into the published price ? 

Mr. McConnetu. Well, every kind of factor, costs, competition, not 
only within the industry, but without. 

Every kind of factor normally in American business that we have 
in connection with our pricing problem. 

Mr. Yates, I was under the impression that a published price was 
a price that was not established in terms of competition, that it was 
a price that was published. 

The company stated that this is the price for our product, and 
then the American Metal Market or the Engineering News then stated 
“This is the published price.” 

Am I wrong in that interpretation ? 

Mr. McConnetx. I think you are correct in the procedure which 
you outline, but if I may presume to say so, I do not think that any 
company in American business has the power to just establish prices 
at its whim without regard to all the things which go into the pricing 
problem. 

Mr. Yares. This is another thing. We are discussing published 
price. Insofar as published price is concerned, isn’t that the price 
that is set by the company ? 
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We are not talking about market price at the moment. We are 
talking about published price. You, I think, may have been dis- 
cussing market price, which is a combination of many factors. 

ie. Medora. Yes. I rather think that the published price is a 
combination of many factors too. I do not mean to say that the com- 
panies don’t announce it themselves. 

Certainly they do. 

Mr. Yates. Well then perhaps I have been suffering from a mis- 
apprehension, but I repeat, I was under the impression that when 
the companies announced their prices for the primary metal, they 
are then published in the American Metal Market and in the Engi- 
neering News, and that this is then the basis upon which the Govern- 
ment pays the companies for any of the metal which it receives under 
the contracts. 

Am I wrong in that? 

Mr. McConnetu. No, I don’t think you are in error as to the 
procedure. 

Mr. Yates. Right. 

Mr. McConne t. I just want to say again I don’t think that the 
companies can do that by some—— 

Mr. Yates. All right. 

Then the company 2 years ago when we had our hearings fixed the 
price at 19 cents for its primary product? 

Mr. McConnett. No, I have had a chance to read your statement 
there, and I don’t want to disagree with it without looking it up but I 
think the price at that time was 2214 cents. 

Mr. Yates. No. I think that was 2214 centsfor scrap. I remember 
the price of scrap. I am relying on my memory but I seem to remem- 
ber it was 19 cents 2 years ago. 

Mr. McConne.. I think not. I think it was 221% cents. 

Mr. Yates. If I am in error, I stand corrected. 

Mr. McConnetu. That is not the point. 

Mr. Yates. But that was the published price established by the 
companies at that time? 

Mr. McConnett. That was the published price announced. 

Mr. Yates. And the published price today is 26 cents? 

Mr. McConneE . 26 cents. 

Mr. Yates. What protection does the Government have under these 
contracts with you? What protection does the Government have 
against exorbitant price increases? 

If you can establish the published price at a certain level, why 
can’t you establish it at 30 cents or 32 cents, and the Government 
would have to pay it? 

Mr. McConneut. Well, the reason we cannot do that, I think the 
reason that prevails in all governmental contracts where they buy at 
a commodity price, and that is that we assume, the Government as- 
sumes, when they make these contracts, that all of the elements which 
go into the making of a price by American industry will hold the 
prices within the reasonable limits of what the market should be. 

Mr. Yates. So the only real protection the Government has against 
an exhorbitant price, then, is the fact that when you tell the Gov- 
ernment “This is our price,” you will adhere to that price, in terms 
of your sales to other segments of our economy. 
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Presumably the Government is entitled to the same type of treat- 
ment that other customers are. 

Mr. McConneww. That other buyers of pig aluminum are, yes, I 
have no disagreement with that. 

Mr. Yates. Has Reynolds cut back in its production in its ex- 
panded facilities that are the subject of its contracts with the Gov- 
ernment ? 

Mr. McConne tt. I would have to ask—— 

Mr. Liexowrrz. No. 

Mr. McConnett. Nor have we cut back on our expansion program, 
as you know. 

Ve have proceeded to build our plant at Listerhill for 225 million- 
pound capacity, and we are proceeding to go ahead with construction 
of our plant at Massena, N. Y., for another 200 million-pound capacity 
there. 

Mr. Yares. I take it, then, that Reynolds is operating at full ca- 

acity. 
; Mr. McConnett. Yes, we haven’t cut back anything. 

Sometimes we have power shortages that force us to reduce our 
production, but, generally speaking, our plants go forward at full 
production. 

Mr. Yates. Are there some figures you can use for example? 
United States Steel is operating at 80 percent. 

Are there any figures that you can give us? 

Mr. McConne tt. I don’t believe that we have such figures. Mr. 
Lipkowitz says we operate at 100 percent. 

Mr. Yates. Has there been any attempt to minimize the Govern- 
ment’s liability at any time ? 

Mr. McConne tt. I think that by the terms of the contract—leave 
that out—we feel a deep obligation to sell as much of the aluminum 
as we can besides the Government, and I will think that you will find 
that we have made every effort in that regard. 

I think that obligation is imposed on us, and we try to meet it every 
way we can. 

As you know, it is only in the last 6 months or so, although we have 
had our put rights for the last 314 years—it is only in the last 6 months 
or so that we have put any metal to the Government. I think that is, 
too, because of the great pressures that we have made in our marketing 
efforts. 

Mr. Yates. Kaiser and Alcoa, which had contracts with Aluminium 
for the importation of aluminum, recently had their GSA contracts 
amended to delete that amount of aluminum from the contracts; so 
that it was taken out of the consideration in determining the Govern- 
ment’s liability for accepting their puts under the contracts. 

Does not the use of scrap by a primary producer fall in that same 
type of category ? 

r. McConnetz. Well, I don’t want to comment on what Alcoa 
and Kaiser have done. I just want to tell you about scrap now. 

Mr. Yates. I know Reynolds had no imports. 

Mr. McConnetu. I know those fine people handle things the way 
they should, and I just want to talk about scrap. 

Mr. Yates. That is what my question was aimed at, the question of 
scrap. 
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Mr. McConnetu. We believe that we have the right to continue to 
purchase scrap as we have historically, and we have found that that 
was the basis of our commitment, at a minimum, I would say. 

Now, as a matter of fact, we have bought much less scrap percent- 
agewise and totalwise, in many instances, than we did before we 
entered into the Government contract. 

Would it be interesting to you to hear what the figures are on that? 

Mr. Yates. Yes. 

Mr. MeConne Lt. Well, let’s see. 

Government contracts for 1951: In 1951, our primary production 
was 487 million pounds; our scrap purchase was 21 million pounds, 
for a total of 4.4 percent of our total production. 

In 1952, our primary production was 553 million pounds, scrap was 
221% million pounds. 

In 1953, our primary production was 665 million pounds; scrap 43 
million pounds; 614 percent. 

I won’t read all of them, but in 1956 our primary production was 
853 million pounds, our scrap purchases were only 26 million pounds, 
and the percentage had gone down to 3.1 percent. 

The percentage had gone down, obviously, because our production 
had gone up—our primary production had gone up—but also the 
total amount of metal had in many instances gone down from before. 

As a matter of fact, in 1946 we bought 38 percent of scrap. 

Mr. Yares. Mr. Dalmas has a chart showing what the price was. 

At that time the price was 211% cents, and I stand corrected. 

Mr. McConnetu. We thought it was 221% cents. 

Mr. Yates. All right; we will split the difference. That is a good 
basis for compromise. 

Your figures are interesting ones, but the thought occurs to me, in 
connection with your argument, that this was your historical pat- 
tern—wasn’t it the historical pattern for Alcoa and Kaiser to import 
‘from Canada when they entered into their contracts with the 
Government ? 

Mr. McConnett. I am going to let them argue their own, which 
I am sure they will do very ably. 

Mr. Yares. Is it more profitable to sell primary aluminum or fabri- 
cated products? 

Mr. Diet ioneeks: I think generally speaking we have felt and have 
so stated, as I recall, in the hearings, that there is more profit in fab- 
rication than there is in the sales of primary. 

Mr. Yates. That was true when you last testified, when the price 
was 2114 cents per pound. 

Is that same conclusion true today when the price has gone up? 

Mr. McConnetu. Yes; it is. 

Mr. Yates. What was the basis for the price increases—increased 
costs # 

Mr. McConnetz. As you know, we have in our industry these 
so-called automatic wage increases, which occurred—our last one— 
about, as I remember, in July or August. 

That was the occasion for our price increase, plus other increased 
costs which we had incurred throughout the year. They were very 
substantial ones. 

Mr. Yates. This increase in primary cost is 414 cents per pound. 

Mr. McConnztt. I was thinking about—— 
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Mr. Yates. Now your price increases, or, rather, your prices have 
gone up from 2114 cents in 2 years to 26 cents. 

Mr. McConne wt. I had the 22 in there. 

Well, of course, as you remember, while we may have gone up, we 
haven’t gone up like some other folks that we could refer you to. 
But I think primarily our prices have gone up, as have those of other 
companies in American industry, because of increased costs. 

Mr. Yates. Has the percentage of your increase been the same for 
your fabricated products as it has in connection with the sale of 

rimary ¢ 

Mr. McConne Lt. Saleswise, percentagewise, or what ? 

Mr. Yates. Percentagewise. 

Mr. McConneut. I don’t think it is exactly the same across the 
board. But there is no general pattern for it. 

Mr. Liexowrrz. No general pattern. 

Mr. Yares. Is there no comparison that can be made with your 
semifabricated forms as to what the price was then and what the price 
is today # 

Mr. iceChesinneis I think Mr. Lipkowitz could answer that. 

Mr. Lirxowrrz. When we made our price increase, for example, our 
last one of last August, we increased our fabricating prices about the 
same percentage that we did our base price, our primary price. 

However, the market conditions vary from product to product— 
vary in each product—so they have to be adjusted according to mar- 
ket conditions in each case. 

Mr. Yares. I wondered, Mr. Lipkowitz, as to whether or not the 

ercentage of increase on comparable forms that you were selling dur- 
ing our hearings in 1955 have gone up the same percentage of increase 
as primary metal ? 

Mr. Lirxowrrz. Well, we are in a very competitive market, and we 
have to check each day to know exactly where they stand in some 
cases. 

Mr. Yates. You and I both recognize that you haven’t answered my 


’ question. 


Mr. Liexowrrz. Well, I am saying that in August 1956 when we 
increased our base price 1 cent, we increased our fabricated price on 
a proportionate basis. 

What I am saying is that today those prices, depending on the 
individual product—we would have to go down the price list and see 
where they stand today. 

Mr. Yarrs. Have I given you an unfair basis for comparison in 
using as a standard the basis between our last hearings and the present 
hearings, where you have had this increase in primary metal? 

Mr. Lirxowrrz. I would say, during that period, every price in- 
crease was on a pro rata basis for both primary and semifabricated. 

Mr. Yates. When you say that, you mean the percent of increase 
was comparable on semifabricated products to the increase in the 
price of primary metal ? 

Mr. Lipxowirz. That is right. There are hundreds of products, 
and every one isn’t exactly mathematically alike, but generally speak- 
ing, that is true. 

Mr. Yates. In your new amendment with GSA, the Government 
pays at time of production rather than delivery. Is this of a sig- 
nificant advantage to the Government ? 
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Mr. McConnet, That is the price production which we gave the 
Government in this particular situation. 

Mr. Yates. Does the price ever go down ? 

Mr. McConneuuz. I don’t know. I guess it has —— 

Mr. Yates. Has the price ever gone down # 

Mr. Liexowrrz. It went down very sharply between 1930 and 1942. 
It went from 20 cents to 14 cents. 

Mr. Yates. And since then, there has been an increase. 

Mr. Lirxowrrz. As costs have gone up—as a matter of fact, the 
price hasn’t gone up anywhere near as much as costs since then. 

Mr. Yates. So it may be of benefit to the Government to have 
payment on production date rather than delivery date ? 

Mr. McConnewu. That is right. That was the purpose of that 
amendment. 

Mr. Yares. Is there any reason why this shouldn’t be given to your 
other customers ? 

Mr. McConnetu. Well, we have enough trouble with the—— 

Mr. Yates. I am thinking of small businesses, for example. 

Mr. McConne tt. Well, it is a different kind of a situation, I believe. 

Mr. Yates. Does Reynolds itself draw any distinction between its 
nonintegrated users in terms of size? I think most members of the 
committee feel that General Motors and Ford cannot really be classi- ' 
fied as small business. 

Speaking for myself at least, I would like to believe that Reynolds 
has some idea of protecting the smaller fabricator in the aluminum 
field. Ithink you have stated that in your statement. 

Mr. McConnetu. Yes. 

Mr. Yates. What do you do to protect these smaller companies? 
Do you snore a deliberate effort to do that, or to make metal available 
to them ¢ 

Mr. McConne.u. What we are doing now and what we have done 
in the history of our industry is to work as hard as we can in develop- 
ing every possible market, both large and small. I think that in our 
company, and I am sure this is true of the other companies, we try 
to develop every possible market, no matter what size, for a variety 
of reasons. First of all, we have to sell the metal, and secondly, we 
never do know who is going to develop into a very large customer 
sooner or later. We have had a very substantial growth, not only in 
number, but in size, in those who buy from us. So I think generally, i 
our sales department is working as hard as they can to sell all they E 
can to whoever will buy it. 

Mr. Yates. What is Reynolds’ total capacity at the present time? 

Mr. McConne.tu. Approximately 1 billion 

Mr. Lipxowrrz. 488,000 tons. ' 

Mr. McConnett. Approximately 1 billion pounds. 

Mr. Yates. What portion of that does Reynolds reserve for its 
own fabrication facilities? 

Mr. McConnetu. Do we have that over here? 

Mr. Lirxowrrz. Here isa copy of those figures. 

Mr. McConne tt. I can give you this since 1946, if you would like 
to have it. 

Mr. Yares. Yes, I think it would be helpful. 

Mr. McConnet. In 1946, our primary aluminum sales to non- 
integrated users were only 4,500 tons. We used in our own fabrica- 
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tion 195,000 tons. I won’t give you every year. But in 1956, that had 
changed so that , 

Mr. Yates. Would you include 1955, which was the time of our own 
hearing ¢ 

Mr. McConne tu. Certainly. 

In 1955, our sales to nonintegrated users were 98,000 tons, and the 
aluminum we used in our own fabrication was 304,000 tons. 

In 1956, nonintegrated user sales were 114,000 tons, and we used 
318,000 tons. 

Mr. Rresi_MAn, 318,000? a 

Mr. McConnett. Yes. It has been a very substantial increase, from 
practically none in 1946 to nonintegrated users, to 114,000 tons now. 

I think that is reflected pretty well by the increase in sales on that 
chart. 

Mr. Yates. When you talk about primary aluminum sales, does 
that include your molten metal, too ? 

Mr. McConneL. Well, yes, Mr. Yates, I guess it would include the 
General Motors sales. None of the bigger contracts, of course, have 
become effective yet. But the General Motors sales in Jones Mills, is 
a much smaller contract, which would be included. But the general 
figures, the increase in aluminum used in our fabrication, is from 1946 
to 1956, 63 percent, and the increase in the sale of primary aluminum 
to nonintegrated users has increased from 1946 to 1956 2,500 percent. 
Of course, it started out so low that I don’t think that is a completely 
valid figure. Anyway, those are the percentage figures. 

I think I say anyway, that molten metal, as I pointed out to you, 
is a very small _ of any figures that we now have, because we 
haven’t started selling it yet in larger contracts. 

Mr. Yates. Now, your contracts with Ford and General Motors 
have three price factors which I wondered about. You start with a 
published price in determining your final price to the automobile com- 
panies. I am looking at the copy of your contract of November 7, 
1955, between Reynolds and Ford. 

Mr. McConne.t. Yes, sir. 

Mr. Yates. And looking at page 7 and the following pages. On 
page 11, an apie is given using hypothetical figures. You start 
with a list price of 99-plus pig, and I assume the list price is the same 
as the published price in that instance ? 

Mr. Nisathrres: Yes, sir. 

Mr. Yates. And you deduct a freight factor. 

Mr. McConetu. Are you looking at the example now ? 

Mr. Yates. Yes, on page 11. You deduct a freight factor. Then, 
10 percent of the published price, minus the freight factor. 

Mr. McConne ut. Just a minute. You know they took that out of 
the one on file. 

Mr. Yates. Is that contract which I gave you not an exact copy ? 

Mr. McConnetu. Well, we have 2 page 11’s, for some reason. 

I’m all right now. 

Mr. Yares. Off the record. 

(Discussion off the record.) 

Mr. Yates. Then you multiply by a percentage of aluminum con- 
tent, then you add a certain other chemical to it, and you finally get 
a molten metal delivered price? 
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Mr. McConnetu. Yes, sir. 

Mr. Yates. Is freight—is an allowance for freight in your ordi- 
nary published price? Is that why you took it out of this? 
Mr. McConne tu. Yes, we sell on an f. o. b. price, freight allowed, t 
to cusomer’s destination, on the basis of the transportation that the 
sellers will have. 

Mr. Yates. F. o. b. from your company to the customer’s destina- 
tion ? 

Mr. McConnett. Freight allowed by transportation of our own 
facilities. 

Mr. Yares. What is the freight factor included in this price? 

Mr. McConne tt. The average cost of freight in a pound of pig. 

Mr. Yates. When you deliver your metal to the Government, om 
the Government pay freight in addition to the published price? 

Mr. McConnetu. No: they—oh, no. The Government has an ad- 
vantage in it because of their utilization of these so-called Govern- 
ment bills of lading. We allow freight to the Government, and the 
Government gets the advantage because they have a cheaper freight 
than does anyone else. It results in a lower price to the Government, | 
as a matter of fact. 

Mr. Yares. Apparently there is something here I don’t quite un- 
derstand. If your price is f. 0. b. from your plant 

Mr. McConne.u. Freight allowed, which means that we pay for 
the freight. 

Mr. Yates. That you pay for the freight? 

Mr. McConnetu. Yes. 

Mr. Yates. I see. So this is the freight factor that is referred to, 
and you don’t charge additional freight on the sale of your primary 
metal to your customers ! 

Mr. McConne.t. Oh, no. 

Mr. Yates. I see. And that is deducted from the price at which 
the molten metal is ultimately sold at? 

Mr. McConne tt. Since there is no freight, we deduct that. 

Mr. Yates. That is right. 

Well, then, the Government does pay freight, doesn’t it, actually 
in the published price ? 

Mr. McConneEu. Well, we pay the freight. Then the Government 
actually gets a lower price, because we allow them freightage in excess 
of the amount of the freight which they pay, you see. We allow the 
Government an amount of freight equal to the amount that would 
be under transportation facilities of our own selection. 

Now, the Government has the opportunity, because of its peculiar 
Government bill of lading situation, to buy freight, if I may use | 
that term, cheaper than we do. But we allow them a price of freight 
which is in excess of that which they spend. 

Mr. Yates. So the Government doesn’t actually pay you a published 
price; does it? Is that what you are saying, that you make a deduc- 
tion from the published price of the saving that the Government would 
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get in freight, ordinarily ? 
Mr. McConneii. Well, we allow the Government the cost of the 
freight, and they don’t pay that much for freight, so they get the t 
aluminum at a little lower price than do the ordinary customers. 
Mr. Yates. Then they don’t pay the published price. They pay i 


less than the published price because of the freight. 
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Mr. McConnett. I won’t say that, but the net cost to the Govern- 
ment is somewhat less because of this freight factor. 

Mr. Mutter. If the price is 35 cents per pound and freight is 1 
cent per pound, when you are making deliveries through the cheapest 
carrier you can employ, the Government, nevertheless, can take de- 
livery at your plant and select its own carrier and pay — 
three-quarters of a cent per pound for freight. You will allow the 
1 cent you would have paid if you had employed the carrier; is that 
right ¢ 

Mr. McConne tu. That is right. 

Mr. Yares. Is this same allowance made for customers other than 
the Government ? 

Mr. McConnetu. No, sir. 

Well, we make freight allowed, yes; but no other customer has 
the advantage that the Government has because the Government 
doesn’t buy in the freight. 

Mr. Yates. Iam wondering about a small-business man ? 

Mr. McConnetu. He gets freight allowed to the point where he 
wants the metal delivered. 

Mr. Yares. Then he doesn’t pay anything for the transportation 
of that metal; is that correct ? 

Mr. McConne tu. Well, it is included, of course, in the cost, and, 
therefore, the price, but he doesn’t pay ‘anything i in addition for it. 

Mr. Yates. But he doesn’t pay anything in addition for it? 

Mr. McConne.u. Yes. 

Mr. Datmas. May I ask a question, Mr. Chairman ? 

Mr. Yates. Yes; certainly. 

Mr. Datmas. Mr. McConnell, your price is f. 0. b. shipping point, 
with freight allowed to destination ? 

Mr. McConnett. Right. 

Mr. Datmas. And you bill the customer f. 0. b. shipping point. 
He pays the freight and deducts the freight from his invoice. “Correct 

Mr. McConne.u. Right. 

Mr. Yares. Is the deduction of the freight in your hot-metal con- 
tracts attributable to the proximity of the company to your plant? 

Mr. McConnett. There is no freight at all, as you know, by the 
terms of the contract, Mr. Chairman. 

Mr. Yates. It is deducted ? 

Mr. McConnett. It is deducted, and the molten metal—we deliver 
it into the receptacle of the automobile company on our plant. There 
isno freight. 

Mr. Yates. There is also a 10 percent—an additional 10-percent 
deduction. What is that predicated on? 

Mr. McConne.u. That is predicated on the differences, generally 
speaking, in the cost of the metal. 

Mr. Yates. From its molten state to the pig state? 

Mr. McConneh. That is right; yes, sir. 

Mr. Yates. Putting that in another way, does this mean that it costs 
10 percent to pig hot metal ? 

Mr. McConne.u. Well, there are a whole lot of costs involved in 
this which I want to tell you about. 


If you will permit me, Mr. Chairman, I'l] read the items which are 
involved in it. 
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Mr. Yates. Certainly. I was just going to say that the committee 
is very much aware of the fact that you have other commitments, and 
that you did want to get away at 12 o’clock. At 12 o’clock, the com- 
mittee will stand adjourned, and we’ll hear our next witness at 1:30 
p.m. With that understanding, you may proceed. 

Mr. McConnetz. I thank you. 

Mr. Yates. With the understanding that if the committee would 
like to have you return at another time to finish your testimony, 
you may come back. 

Mr. McConne t. Fine. 

Cost factors involved in general—and I am not going to try to get 
into them in detail for a variety of reasons, which I am sure you will 
realize—cost factors involved are weight loss in pigging from pour- 
ing and oxidation upon hardening of the metal. ‘The actual opera- 
tions involved in the pigging are movement of molten metal to pig- 
ging oven; blending and a certain amount of — to permit 

andling of molds; pouring and removing from molds; handling of 
pigs; marking, stamping, stacking, and so on. 

Inventory costs—we have no inventory. For example, in connec- 
tion with the Government contracts, that is very substantial. a 
ping, carloading, demurrage, traffic department costs, and freight 
bill expenses. Maintenance and general plant services pertaining to 
the foregoing items. Sales advertising and general administrative 
expenses involved in pigging are substantially greater than corre- 
sponding expenses for molten metal. 

Molten metals produce sales of high silicon and other metals which 
are more costly toremove. You know about that. 

Those are, generally speaking, the items of cost involved. I can be 
more detailed than that, but I believe that is sufficient. 

Mr. Yates. Your testimony today on page 11 of your statement 
indicates that your hot metal is a fourth primary aluminum product. 

Could anybody else buy it from you ? 

Mr. McConneELL. Well, we have endeavored, as perhaps you know, 
or maybe you do not know—we have endeavored to sell it to the other 
members of the automobile industry. We have tried hard to sell it, 
and so far, at least, have not been successful. 

There are not so many people, of course, that would be in a position 
to take it up on the same basis that these large users do. 

Mr. Yates. Suppose a smelter—an independent smelter—wanted to 
buy your hot metal. 

Mr. McConnetu. We have no policy at this time that would say 
we would or would not sell it to him. It would have to be on the 
basis of the particular fact of the particular customer at the time. 

Mr. Yates. Who owns these plants? 

: a I understand it, these companies erected these plants on your 
and. 

Mr. McConnetu. No, they bought the land from us. 

Mr. Yates. They bought the land from you, and they now own the 
land and the facility ¢ 

Mr. McConnett. That is right. 

Mr. Yates. I see. 

Mr. Rresuman. May I ask a question, Mr. Chairman? 

Mr. Yates. Yes, certainly. 
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Mr. Rreutman. Certainly Reynolds Metals Co. has no policy to 
prevent its considering a contract with any other type of company, 
should it be a smelting company, if this other company wanted to 
procure land next to Reynolds, has it ? f 

Mr. McConnetu. We have no policy on that, Congressman Riehl- 
man. 

We have endeavored to try to sell it to those whom we thought it 
would fit best. I don’t know whether it would fit other people or not. 

Mr. Rreuiman. Have you had any inquiry at all from other com- 

anies ? 

, Mr. McConnetu. Noneatall,sir. None that I know of at all. 

Mr. Yates. There are only two companies that you have this hot- 
metal contract with, Ford and General Motors? 

Mr. McConnett. Yes, sir. 

Mr. Yates. What effect will these contracts have upon smelters 
who previously sold General Motors and Ford ? 

Are you going to supply the needs of these two companies? Com- 
pletely? For smelting facilities? 

Mr. McConnety. Well, I don’t think so, sir. 

Sometimes we wish we had all that business, but I don’t think we 
are going to get it. I do not think anything will happen in the whole 
automobile industry except that all of us will get more business if 
we do it right and press hard for our sales and give the matter good 
service. 

When I say “all of us,” I don’t mean just primary producers, but 
everyone in the aluminum industry. 

So far as predicting exactly what is going to happen in the future, 
we don’t know about that. But we had our first General Motors con- 
tract in 1950 at Jones Mills. Itisstillin existence. And I think there 
has been no indication from anything we know other than that the 
smelters and everyone else have increased in number and in volume 
and in prosperity. Even though we have had this hot-metal contract 
for some 7 years. 

Mr. Yares. I shouldn’t monopolize all the time this morning, but I 
have one more question, then I’ll turn the hearing over to my colleagues 
for a brief few minutes. 

If the contract with Ford requires Ford to buy 32 percent of all 
fabricated and semifabricated aluminum from Reynolds, did Reyn- 
olds supply all this previous contract to Ford ? 

Mr. cries. Let me say, if I may, I don’t think I agree with 
you that the contract requires Ford to buy 30 percent from us, 

Mr. Yates. That is what my impression is from reading the con- 
tract. 

Mr. McConneti. Maybe that is the final legal commitment but we 
are not in a position to require Ford to do much of anything at the 
time we try to sell it. What had happened at that time, as you will 
remember, is that we were operating in an entirely different climate 
from that which we are now operating in in the aluminum business, 
and I think Ford, who was going into uses of aluminum on a much 
broader basis, wanted to protect themselves and insure an adequate 
supply, not only in molten form, but in the form of mill products and 
soon. We have delivered nothing like that to Ford since we made 
the contract. 
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Mr. Yares. Is this 30 percent to Ford at Listerhill, Ala., or 30 per- 
cent of the entire Ford requirements. 

Mr. McConnett. That is 30 percent of all—— 

Mr. Yates. Of Ford’s complete needs ? 

Mr. McConnett. That is right. It just has not happened, for a 
whole lot of reasons. 

Mr. Yates. Mr. Multer? 

Mr. Mutter. I yield to my colleague, Mr. Riehlman. 

Mr. Rreuiman. I thought in your initial statement to the commit- 
tee, Mr. McConnell, that you said one of the reasons you were able to 
get the financing was that you had a contract with Ford and with 
General Motors to dispose of about 30 percent of your aluminum ? 

Mr. McConne tt. Those percentages, Congressman Riehlman, came 
out in a way that I could see why they would be confusing. I was 
talking about the sale of the molten metal, which, in connection with 
the total contracts, the 2 contracts—we have a total new capacity of 
425 million pounds of primary metal. The two contracts which we 
made with the companies provide for the sale of approximately one- 
third of that molten metal. It so happens in the Ford contract that 
we had another clause which provides for the purchase by Ford from 
us of approximately 30 percent of their mill products and fabricated 
parts. But it was not the 30 percent I was referring to. It does not 
provide for the purchase of any castings from us, because we don’t 
make castings. 

Mr. Rreuitman. Thank you. 

I yield to my colleague, Mr. Multer, now. 

Mr. Muurer. Mr. McConnell, you mentioned that there are now 2 
additional producers of aluminum in the field, in addition to the 4 
that we know about. I don’t think you named them. 

Mr. McConnext. I don’t know what you are referring to, I’m sorry, 
sir. You mean two primary producers / 

Mr. Mutrer. Yes. 

Mr. McConnett. Olin and Harvey. 

Mr. Muurer. Are they in production ? 

Mr. McConnett. As I understand, Olin is just starting its produc- 
tion. I don’t know about Harvey. That is in the first half of next 
year. Of course, Anaconda is already there. 

Mr. Mutter. Are they producing for the general market, or for 
their own use? 

Mr. McConnert. According to their advertising, they seem to want 
to sell some of it. They are advertising pretty extensively. Cer- 
tainly Olin is. 

Mr. Mutter. How do their advertised prices compare with yours? 

Mr. McConnett. I haven’t seen any prices advertised so far. 

Mr. Mctrer. Are they going to cut your price? 

Mr. McConneiu. We'll just have to see what Olin does on that. I 
can’t speak for them on that. 

Mr. Mutrer. Now, of course, originally it was the public policy of 
our Government that dictated that primary production of aluminum 
should not be in the hands of any one company, and that we should 
broaden the base of production to as great an extent as possible, which 
brought about the necessity of the Government stepping in and help- 
ing others get into the field. It was that which brought about these 
contracts, am I not right, that required the Government to take from 
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Reynolds and from Kaiser and from Alcoa a certain amount of their 
production ? , 

Mr. McConnextn. No; I don’t think that those contracts were 
brought about for that reason at that time. ‘These contracts, as you 
remember, came into being in the Korean difficulty, and the Govern- 
ment came to the 3 producers—all 3 of them—and asked them to ex- 
pand the total industry by about 100 percent. 

Well, none of the companies at that time—we weren’t even selling 
up to the capacity which we had, as I recall. None of the companies 
were in a posit ion—I won’t say none of them. Certainly we were not 
in a position to get the financing to do that at that time without some 
help from the Government. The help which we got from the Govern- 
ment was these 5-year put rights which we have. Obviously, those 
5-year put rights would not in any way compensate us for the full 
price of the plants which we built. It would take longer than 5 years 
to do that. But they were a help to us in getting the financing, and 
I trust to the other companies, in getting the financi ing to build this 
100 percent additional capacity for the industry. But “T am not sure 
that at that time the policy which you indicate was the reason for 
those contracts 

Mr. Mutrer. Well, when the Alcoa contract was made, that referred 
only to pig and ingot. 

Apparently at that time they were not making billets. 

Mr. McConnetx. I don’t know. Iamsorry. 

Mr. Mutrer. When the contract was made with Kaiser and with 
Reynolds, it referred opig, tigoh and billets. 

Mr. McConnexu. I don’t know why that is. 

Mr. Mutrer. That isin your contract; is it not ? 

Mr. McConnetz. It may be. I just ‘don’t know why it is in there. 

Mr. Muurer. Well, subject to your reading the contract and correct- 
ing my statement, take it that the Alcoa contract refers only to pig and 
ingot and the Kaiser and Reynolds contracts refers to pig, ingot, and 
billet. 

Now, we have a fourth item, and that is the molten metal. 

Is that right ? 

Mr. McConnetu. Well, we are selling molten metal, whatever you 
want to call it. 

Mr. Murer. Well, it is more than just selling it, as I gather. The 
one new plant with a capacity of 225 million pounds will dispose of 
64 million pounds of that production to Ford in the form of molten 
metal, and 40 million pounds to General Motors in the form of molten 
metal. 

Isn’t that so? 

Mr. McConnett. Well, that is a different plant. That is the 
Massena plant in New York. That is another plant with a capacity 
of 200 million ponnds, up in Massena, N. Y. 

Mr. Muurer. Well, now, doesn’t that call for some adjustment of 
the overall contracts? 

Mr. McConnetu. Which overall contract ? 

Mr. Mutrer. The basic contracts with the Goverrment which fix 
a price only on pig, ingot, and billet, and now you have molien metal? 

Mr. McConwnett. I don’t see why that should be, sir. 

Of course, we had molten metal in being and were selling it at the 
time we entered into the contracts with the Government. General 
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Motors had been buying it since 1948 on an experimental basis, and 
negotiating at that time for the contract which we entered into, as I 
recall, in 1952. 

Mr. Mutter. That is all, Mr. Chairman. 

, Mr. Yates. I want to ask one question to clarify our discussion on 
reight. 

ten a small fabricator, an extruder, for example, who operates in 
Listerhill, Ala., hard by your producing plant, get the same freight 
advantages that Ford gets at Taaeedelece freight deduction—or 
will he pay freight in his bill ? 

Mr. McConnett. No. He pays freight allowed to destination, 
wherever he wants to ship them. 

Mr. Yates. So that despite the proximity which he enjoys—while 
he isn’t buying molten metal—he does pay a freight factor that is not 
paid by Ford Githor Co. 

Mr. McConnetu. Thatis right. He does. 

Mr. Yares. Thank you, Mr. McConnell, for your very illuminating 
testimony. 

We will let you know whether we would like you to come back. 

Mr. McConnetx. Thank you, Mr. Chairman. 

Mr. Yates. We will recess until 1: 30. 

(Whereupon, at 12 p. m., the subcommittee recessed, to reconvene 
at 1:30 p. m., of the same day.) 


AFTERNOON SESSION 


Mr. Yates. The committee will come to order. 

We have the pleasure of again listening to our friend, Mr. Wilmot, 
ae so well before our committee 2 years ago at its last 

earing. 

Mr. Wilmot, who is the vice president of the Aluminum Com- 
pany of America, has had long experience in the aluminum industry. 

s I remember his previous testimony before this committee, he grew 
up with the industry. 

Mr. Wilmot, we are pleased to have you here with us and we 
would like to have you tell us about the aluminum industry and 
such facts as you think this committee is interested in receiving. 


TESTIMONY OF D. WILMOT, VICE PRESIDENT OF ALUMINUM COM- 
PANY OF AMERICA, ACCOMPANIED BY LEON HICKMAN, VICE 
PRESIDENT AND GENERAL COUNSEL OF ALCOA 


Mr. Wiimor. Thank you very much, Mr. Yates. Iam D. Wilmot— 
the D, incidentally, is for Donovan, and, perhaps incidentally, Mr. 
Sheehan, who is not here, would appreciate that name—vice presi- 
dent of Aluminum Company of America. My office is located in the 
Alcoa Building in Pittsburgh, Pa., I am accompanied by Mr. Leon 
Hickman, our vice president and chief counsel. 

When I last a peared before this subcommittee at the hearings 
in May 1955, conditions in the aluminum industry were quite differ- 
ent from what they are today. At that time, the Government was 
building up its stockpile of aluminum and apparent demand for alumi- 
num in this country exceeded the available supply of metal; every 
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effort was being made to distribute this inadequate supply on an 
equitable basis to users. 

In 1956, industry shipments increased moderately to an alltime 
high, but supply grew at a faster rate. Industry shipments for 1957 
are expected to show a decline of some 2 to 4 percent from 1956, while 
the total supply will be about at the same level as 1956. As a result 
of these developments, coupled with an apparent inventory accumula- 
tion on the part of users during 1955 and the first half of 1956, 
the postwar era of aluminum shortages has definitely come to an end. 

This is well illustrated by the fact that stocks of metal on hand at 
primary smelting plants were many times as large in May of 1957 as 
they were in May of 1955. Furthermore, according to the most recent 
Bureau of Mines figures, stocks of primary metal on hand at smelting 
plants at the first of September 1957 were 88 percent higher than at 
the beginning of the year. 

By the latter part of 1954, we had become painfully aware of the 
shortage of primary aluminum despite the fact that we and the other 
producers had greatly expanded aluminum production and were then 
making plans to further expand our output very substantially. This 
involves heavy capital expenditures. It costs from $1,000 to $1,500 
per ton of annual production for aluminum facilities, which is 3 to 
5 times the cost of a ton of steel capacity. This depends, of course, on 
where you start these operations. 

The three major existing primary producers proceeded to increase 
greatly their capacities. In addition, Olin-Revere (Ormet Corp.) and 
Harvey decided to enter the field. 

Upon completion of all facilities now building or announced the 
present productive capacity of the domestic primary industry will be 
further increased by 45 to 50 percent in the near future. 

Your hearings held in the spring of 1955 brought the supply situa- 
tion into very sharp focus. 

Despite the present seemingly overabundant supply situation in 
aluminum, we at Alcoa are very optimistic about the Suter and are 
planning accordingly. 

Perhaps a brief review of Alcoa’s capital expenditures will clearly 
indicate what we have done and plan to do in order to expand output. 

In 1956, more than 43 percent of our total capital expenditures of 


’ $139 million went into facilities we me for the production of basic 


aluminum. Such expenditures include, in addition to smelting fa- 
cilities, the mining, refining, power, and other related facilities needed 
to expand metal production. 

This year, 1957, we are spending approximately $160 million for 
such metal-supply facilities, which accounts for about three-fourths of 
our total estimated capital expenditures. More than $80 million are 
already programed in the budget for next year to provide facilities 
that will increase metal output. 

I would like to comment briefly on a few of the major projects Alcoa 
has underway. At our smelting — in Point Comfort, Tex., we are 
installing a new potline which will be ready for operation on March 1 
of 1958. This line will boost the installed capacity of the Point Com- 
fort plant by 40 million pounds annually. 

Near Evansville, Ind. (the new plant named “Warwick”), we have 
under construction a new smelting plant which will utilize electric 
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power generated in a coal-fired, steam powerplant. Initial opera- 
tion of this smelting plant is scheduled for late in 1958. The ultimate 
installed capacity of this plant will be 300 million pounds of aluminum 
per year, but the actual production schedules for the entire capacity 
will depend on the trend of business conditions. 

Work is also in progress on two new potlines at our Massena, 
N. Y., works, to utilize power from the St. Lawrence project of the 
Power Authority of the State of New York. 

They will replace older smelting facilities which will become in- 
operable with the shutdown of our own generating facilities. This 
shutdown will be necessary when electric power becomes available 
from the power authority, since Alcoa can then no longer use the 
water from the St. Lawrence River to operate its own hydroelectric 
facilities. 

The first of the new lines is scheduled to be in operation by late 1958. 
The installed capacity at Massena will ultimately be increased by 75 
million pounds per year. 

Last month we appeared here in Washington before the Federal 
Power Commission in an effort to obtain a 50-year license for certain 
of our hydroelectric projects in North Carolina. 

If this license is granted, Alcoa intends to build a new dam and 
hydroelectric plant on the Yadkin River, and to modernize and expand 
its Badin, N. C., smelting plant. Upon completion of this entire 
project, the productive capacity of the Badin plant would be increased 
by 46 million pounds of aluminum per year. 

You will note that, in contrast to Mr. Lipkowitz, I am still old 
fashioned enough to refer to these in pounds rather than in tons, 
and I hope that does not confuse any of you in trying to convert these 
figures from one to the other. 

Mr. Yates. Maybe we ought to take a third standard—instead of 
having either pounds or tons, perhaps we can agree on something else? 
Ounces, perhaps ? 

Mr. Wiimor. Perhaps. In order to acquaint this subcommittee 
with the future outlook for aluminum, I would like to offer some 
statistics which will serve as a base for projections. 

In 1956, according to the Business and Defense Services Admin- 
istration, the total United States supply of aluminun, including pri- 
mary production, recovery of secondary metal, and imports, reached, 
roughly, 4,697 million pounds. 

Shipments of aluminum products to consumers, which are usually 
referred to as representing total demand, even though they do not 
reflect inventory changes, totaled 4,109 million pounds, or 588 million 
pounds less than the metal supply. 

Total supply during 1957 is expected to be approximately 4,600 
million pounds. It is our best judgment that aluminum shipments 
to industry will be in the neighborhood of 3,950 million pounds, or 
650 million pounds less than total supply. 

Based on announced completion of new United States smelting 
facilities, next year should see a substantial increase in supply. 

However, recent developments have convinced us that some of the 
800 million pounds increase in primary production forecast by BDSA 
for 1958 will be delayed and that the increase will turn out to be closer 
to 500 million pounds. The most recent forecasts we have made— 
and naturally these forecasts are influenced by today’s conditions— 
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indicated a total demand of 1958 ranging somewhere between 4,150 
million and 4,350 million pounds, or 5 to 10 percent above the cur- 
rent year. 

Of course, shipments of primary metal to the Government stock- 
pile will reduce the anticipated surplus materially, but will still leave 
a substantial excess of supply over demand. ee 

Obviously, the producers would prefer to ship to civilian customers 
rather than to the stockpile. 

In connection with our shipments to the Government, I wish to 
point out that on September 13, 1957, Alcoa agreed to an amend- 
ment of its two supply contracts with General Services Administra- 
tion under which certain Korean-emergency aluminum facilities were 
financed and built by the company. 

Under this amendment, Alcoa agreed to increase the amount of 
aluminum to be made available to the nonintegrated users for a period 
of 15 years from 25 to 35 percent of the contract capacity of these 
plants. 

This amounts to 35 percent of 410 million pounds, or 143.5 million 
pounds a year. This commitment became effective for the Point 
Comfort, Tex., plant as of March 4, 1957; for Wenatchee, Wash., 
August 8, 1957, and for Rockdale, Tex., will become effective on ap- 
proximately July 1, 1958. 

It supplements the earlier 5-year contract commitment to make 
available to the nonintegrated users 6624 percent of the contract pro- 
duction less such amounts as are taken by the Government. 

Returning to the future outlook for aluminum supply and demand, 
I am confident that users will be able to obtain generous supplies of 
aluminum to meet their needs for the foreseeable future. 

In fact, the real problem facing the industry is to develop new 
uses to absorb the immense increase in supply. This does not mean 
that demand for aluminum will fail to grow. It most surely will 
grow—and, we hope, rapidly. Recent studies made by our com- 
mercial research division indicate that if generally good business con- 
ditions obtain, demand should increase from its current level of nearly 
4 billion pounds to around 5 billion 700 million in 1960 and 6 billion 
600 million in 1962. 

I don’t recall the exact figures given by Mr. McConnell, but I think 
there is very little difference between the estimates presented by him 
and those hereby presented. 

I might add more or less parenthetically here that if these new 
hearings of yours will produce as much new business as the supply 
has increased after the last hearings, it would be a boon all around, 
I think. 

Mr. Yates. Mr. Wilmot, we will do our best. 

Mr. Wirmor. Very good. 

Iam sure you will. 

Assuming that this demand does materialize, one may ask—will 
supply be adequate to fulfill this demand in 1960 and 1962? I will 
deal with that a bit later. 

Here is a copy of a table—I believe you gentlemen have been sup- 
pled with that table, but we failed to include that in the original 
statements forwarded to you last week—here is a copy of a table 
published in the September 28, 1957, issue of the American Metal 
Market, showing the primary aluminum ingot capacity in the United 
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States and Canada, by company and plant, as of June 30, 1957, as well 
as facilities being built or planned. 

Understand, this is the total production from these facilities. 

(The table appears on p. 85.) 

Mr. Yates. Does this chart reflect cutbacks like that now proposed 
by Aluminium ? 

Mr. Witmor. I am sorry 

Mr. Yarss. Does this chart to which you are referring reflect the 
cutbacks in proposed expansion such as the one proposed by 
Aluminium ? 

Mr. Wirmor. I would like to refer that question to one of our men. 

His answer to that is “No.” 

Mr. Yares. Then this is the program as anticipated before an- 
nouncements of cutbacks, is that right ? 

Mr. Wimor. That is right. 

Mr. Yates. Thank you. 

Mr. Wiimor. You will note that the total future United States 
capacity will be 2,567,000 tons (5,134 million pounds) when all facili- 
ties that are under construction or have been announced are completed. 

For purposes of building up an estimate of total supply, suppose we 
use a conservative production figure of 5 billion pounds for 1960. 

With regard to potential future primary imports, the aggregate 
quantity of metal imported for the 7 years, 1950-56, represents 16 per- 
cent of the total production of primary during the same period. 

If this same percentage is applied to the estimated primary produc- 
tion of 5 billion pounds, imports will reach 800 million pounds in 
1960. This figure appears entirely reasonable based on the projected 
expansion of Canadian plants and the obvious interest of the Canadian 
producers in serving the American market. 

In addition, there is increasing interest in the United States market 
on the part of many other foreign producers. However, to be more 
conservative, we have revised the 1960 import figure downward to 600 
million pounds. 

The total recovery of scrap during the past 7 years has amounted to 
28 percent of aggregate primary production. Using 24 percent as a 
more conservative estimate for the future, we believe recovery of 
secondary aluminum in 1960 should total about 1,200 million pounds. 

Altogether, it appears that conservatively the total supply of alu- 
minum in 1960—adding 5 billion primary, 600 million imports, and 
1,200 million secondary—will reach 6,800 million pounds. This is 
not only larger than our 1960 estimated shipments of industry of 
5,700 million pounds, but also is above the 6,600 million pound annual 
demand projected for 2 years later. 

Hence I am answering here my own question proposed earlier. I 
trust these estimates will alleviate any fears this sibccmimaities may 





have regarding the supply of aluminum that will be available for. 


users in the next several years. 

As stated earlier, the major problem facing the industry today is 
to find markets for the fast-growing output from the new facilities 
that have already been financed and are scheduled to come into oper- 
ation over the next few years. 

Our success in meeting this os rests squarely on the industry’s 
wee to develop new uses and to provide better products for existing 
markets, 
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That has been rather a theme song of mine for some little time. In 
industry meetings and so forth I have urged everyone to take an active 
part in this, on the theory that this is not a case of any one individual 
oe back and letting George do it, but that everyone should pitch 
in. I am sure that this is going to take some doing and some time. 

But it will be done. 

We at Alcoa are working hard to stimulate aluminum consumption. 
We have been adding men to our sales force, and historically we have 
always trained these men to be what we called human question marks, 
inquiring reporters—we train them to look at any other material, 
metal, and bore in to find out why aluminum should not be substituted. 

If they don’t do it then they are not compatible with our thinking 
and should not be in the aluminum business. 

It has been that kind of thing which has been responsible, I think, 
in large measures for the progress aluminum has made and the inroads 
in other material. 

To assist our field sales forces, we carry on extensive and farflung 
research and development activities. Our sales development division, 
for example, was established more than 30 years ago to provide cus- 
tomers with engineering service. 

We have a total of 133 people in that division, incidentally, of which 
100 are trained engineers, well schooled in the ramifications and advan- 
tages of aluminum, and its disadvantages, wherever they exist. 

he services of these specialized engineers are available without 
charge to any manufacturer, big or small, who is interested in develop- 
ing a new product or improving an old product by the utilization of 
aluminum in whole or in part. 

The men in this division are continually making calls on manufac- 
turers located all over the country and arranging for representatives 
from such manufacturers to visit Alcoa’s plants and research 
laboratories. 

These men incidentally are divided largely by industry; there are 
specialists in the automobile industry, specialists in the container 
industry, packaging, and so forth, so they concentrate their atten- 
tion rather than try to cover the whole broad field. 

During such visits to our plants their representatives are instructed 
in the proper techniques of forming, welding, and finishing the various 
alloys and semifinished products of aluminum. 

Much if not most of the enginering service rendered by this di- 
vision is accorded to small manufacturers, who usually have the will 
to use aluminum, but not the know-how. 

The persistent efforts of our sales development division and the 
many outstanding accomplishments of our various research labora- 
tories have traditionally been made available to small business con- 
cerns, many of which compete with Alcoa in the fabrication of 
aluminum products. 

I can assure you that our efforts to assist and encourage the small 
fabricator or manufacturer are not completely unselfish. Our ex- 
perience has always been that these small users of aluminum will and 
do multiply in number and increase in size, their need for Alcoa’s 
products thereby increasing, and we both benefit. 

I might add here that not only does Alcoa try to help the small 
customer whenever possible, but we are also quite dependent on 
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small business for purchased supplies and services necessary to carry 
on our operations. 

In a recent typical 12-month period, our purchasing department 
bought supplies and services from about 20,000 different vendors. 
More than 83 percent of these companies (16,675) were small busi- 
nesses employing less than 500 people. 

We are also backing up our sales forces in the field with major 
expenditures on promotional campaigns, advertising programs, tele- 
vision andradio. Other producers are doing likewise. 

Some of these promotional activities are aimed directly at the 
ultimate consumer, examples being building products, household 
foil, furniture, and sporting goods. 

This type of merchandising campaign is unusual for producers of 
raw and semifabricate products. Actually, you see, we are producers 
of crude and semicrude aluminum. We cannot determine the exact 
markets for the end products which the retail public buys. If our 
friends in the automotive business don’t sell automobiles or the 
others do not sell appliances, or they don’t put up buildings, it 1s a 
little difficult for us to sell aluminum, or at least our sales will be 
correspondingly effective. 

However, this is a case where we are trying to go through these 
media directly to the retail users, and thereby “bolster an increase or 
accelerate the use of aluminum. 

When we do that we are, I think, being quite helpful towmall busi- 
ness, because they are in a very capable “position to benefit from and 
to cash in on these activities. 

We in Alcoa are convinced that vigorous sales promotions in all 
markets, technical advances through research and development, and 
a plentiful supply of metal will provide great impetus to the already 
general acceptance of aluminum in this country. A quick look at 
several markets which offer tremendous growth potential may prove 
interesting to you. 

One such market is the passenger automobile. Ten years ago the 
average use of aluminum was about 12 pounds per car. In the 1957 
models, according to our best estimates, there was an average of 
about 40 pounds of aluminum in each car. Much of this was made up 
of pistons, automatic transmission components, and other functional 
parts. 

Aluminum trim in colored and natural finish is coming into more 
widespread use, and trim applications on 1958 models will show more 
than a 40 percent increase over this year’s cars. 

There is nothing new, as was indicated in the Reynolds statement, 
about the use of aluminum in automobiles. At one time we actually 
had a foundry in Buffalo almost across the street from Pierce-Arrow 
where the body parts were made as castings. And that goes back into 
the early twenties and before that. 

Mr. Yares. You would not say the demise of the Pierce-Arrow 
was attributable to its use of aluminum, would you? 

Mr. Wirimor. I hardly think so. There could have been other 
contributing factors, Mr. Yates. You are probably a little too young 
to remember. 

Mr. Yates. I remember it. 
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Mr. Witmor. 11 of the 17 makes of automobiles are featuring 
aluminum grills on 1958 models, and a considerable number of models 
use decorative side panels of aluminum. 

I cite these illustrations to point out that aluminum is gaining 
rapidly in popularity among automobile manufacturers, a fact which 
will likely ie Sai out here tomorrow in more detail perhaps by 
various people from Detroit. 

As we view this market today, it appears that a reasonable target 
for practical automotive applications is 300 pounds of aluminum per 
car. How soon this objective will be realized is anybody’s guess, 
but we are dead certain that it will not be reached overnight. 

Generally speaking, we know the applications for which aluminum 
will be used in models at least 1 and often 2 years ahead. If alumi- 
num were to be used on any major scale for a new, large part such as 
an engine block, we would be aware of this metal requirement we 
are quite certain, at least 2 years in advance. This would provide 
ample time to construct any necessary additional production facilities. 

Another market that offers tremendous potential for aluminum is 
residential construction. Encouraging progress has been made in 
this field. Notable aluminum applications are primary and storm 
windows and doors, and screening. However, it is doubtful if the 
average new house built today utilizes much more than 30 pounds 
of aluminum. In an effort to stimulate this market, Alcoa has em- 
barked on an extensive promotional campaign involving the erection 
of 23 ranch-type model homes throughout the country, 1 of which is 
located right across the Potomac in Alexandria. It just opened for 
public showing last Saturday, and I hope that everyone here will go 
take a look at it. 

Designed by one of the Nation’s leading residential architects, this 
aptly named Alcoa carefree home is a modern dwelling constructed 
to dramatize aluminum’s potential contribution to home building both 
today and in the future. 

This “carefree home” uses more than 7,500 pounds of aluminum in 
its construction. 

It is not anticipated that everybody who puts up a house is going 
to use 7,500 pounds of aluminum in its construction, but the effort 
here is to point out many applications which will prove themselves 
to be economically feasible and to promote imagination and thought 
as to the use of aluminum in such construction. 

It would be wishful thinking on our part to expect to put that 
much aluminum into the new houses built next year, or even in 1960. 
But this home is demonstrating to prospective homeowners the advan- 
tages of aluminum over conventional building materials for many 
important applications and it is showing builders where they can use 
aluminum economically and efficiently in construction. We naturally 
expect to benefit substantially from our pionering efforts in this field. 

But the small fabricators will likewise participate to a major ex- 


tent, just as they have in the past. In fact, during the past 12 years 


the residential construction market has served as a most lucrative field 
for small-business concerns. 

A third market worthy of mention because of its potential is the 
broad field of containers and packaging. The packaging of foods, 
confections, chemicals, and drugs in aluminum foil has grown rapidly 
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since World War II, and this growth is expected to continue unabated 
for many years. 

In recent months considerable publicity has been given to applica- 
tions for aluminum in the rigid-container field. It has been an- 
nounced that aluminum motor-oil cans will be made by 2 can manu- 
facturers, and 1 food company has announced it will package grated 
cheese in aluminum cans. 

Incidentally, cans are used to a much greater extent in Europe than 
they are here—aluminum cans, I mean. 

While these developments are most encouraging, they are not as yet 
conclusive as to the potential tonnages the aluminum industry can 
anticipate. 

The rigid container market is hardly a new field for aluminum. 
Prior to World War II, test packs of tunafish were made success- 
fully in aluminum cans by west coast fisheries. 

Nearly 13 years ago 2 well-known brands of pipe tobacco were 
marketed in aluminum cans. Aspirin containers and a host of other 
can types have been produced in aluminum. Obviously, the rigid 
container market presents enormous volume possibilities to the alumi- 
num industry where the inherent properties of the metal offer certain 
economically justifiable performance advantages. In most instances, 
however, substantial adoption of aluminum cans must await exten- 
sive product testing as well as successful solutions to cost and fabri- 
cating problems in comparison to current large volume competitive 
rigid packaging materials. 

n other words, we don’t expect to displace the steel containers 
overnight by any means. We believe aluminum cans will ultimately 
be used for many purposes, but it is unlikely that wide-scale usage 
will develop faster than the industry will provide production ca- 

acity. 
f There is little doubt in our minds that consumption of aluminum 
over a period of years ahead will continue, as in the past decade, to 
grow at a much faster rate than the national economy. Historically, 
the users of aluminum have benefited extensively from expanding 
markets, and I see no reason why they should not continue to do so. 

Such growth in aluminum consumption will bring into being new 
users and will offer greatly expanded opportunities for those in busi- 
ness now. 

Some indication of the growth that has occurred since World War 
II in the number of firms fabricating, processing, or using aluminum, 
has been provided periodically by Modern Metals magazine. 

You referred to that this morning, Mr. Yates, in your statement. 
And I might add while I am on that subject that if there has been 
a demise of 3,000 or 4,000 firms, it has not come to our attention. 

We think we keep a very close eye on that situation. And I ac- 
tually cannot of my own recollection think of one significant failure 
or loss of customers. I will have to add that we have been much sur- 
prised that with business conditions as they have been recently that 
there have not been more of them. 

But actually I know of no significant loss of customers, and I am 
sure that had that occurred—it seems to me that I would be one of 
the first to hear of it from the Treasury Department and others. 

Mr. Yates. I have here a copy of the survey to which I referred. 
This was mailed to me by Mr. Griffin of Modern Metals. And as you 
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can see, this is a chart which covers the entire light-metals consuming 
industry by States. It goes into the building industry, consumer 
durable goods, containers, packaging, the electrical industry, con- 
tainers, and equipment, et cetera. 

I tried to make it clear in my statement this morning that these 
were not only fabricators but also consumers of aluminum. The con- 
struction industry is a consumer of aluminum. 

Some of the firms which were engaged in the construction industry 
may have gone out of business because of the decrease in the construc- 
tion of homes. But this survey does show that 4,400 plants in the 
original listings that they had 2 years ago no longer are producers or 
consumers of aluminum. ; 

It does say that there is a slightly increased number which have 
entered the field. And as I pointed out this morning, the committee 
hopes that as a result of these hearings we may be able to find some 
means of checking the number of those casualties. 

If you want to see this when the hearings are over we will be very 
glad to show it to you. 

- (This survey appears in the appendix, facing p. 436.) 

Mr. Wiimor. As a matter of fact, I have a copy of it. 

May I suggest the advisability of going back to Bill Griffin and 
asking him if he could get some sort of a reading as to these defections, 
or disappearance of some of these firms from the aluminum field ? 

I am surprised that he would make a statement like that without 
some accompanying reasons. 

Mr. Yares. My interpretation of the statement is accurate; is it 
not ? 

You have a copy ? 

Mr. Witmor. Yes, I have that. 

Mr. Yares. He pointed out that he wanted it in my hands before 
I started our hearings, and I would be glad to suggest to him your 
recommendation. 

Mr. Witmor. We would be supremely interested, because we keep, 
of course, a pretty careful tabulation of the number of customers we 
have, and we find here—I took the pains after the hearing this morn- 
ing to check with our people in Pittsburgh, and we have information 
now to the effect that we had more customers at the end of 1956 than we 
had at the end of 1955. 

Mr. Yates. Perhaps these are customers of Kaiser and Reynolds, 
then ? 

Mr. Witmor. Maybe—we hope that they are not ours at any rate. 

This is by actual count. Of course, it is usually true in any busi- 
ness, I believe, that a small percentage of the total will take a larger 
percentage of your output. But in any event, it is hard to reconcile 
these things with our own experience, because, as I said, there has been 
no single case of any company of significant proportions brought to m 
attention which has failed or disappeared Sous this consuming field. 

Mr. Yates. It is a significant number, is it ? 

Mr. Witmor. It certainly is. It is very mystifying. 

wd Yates. Did you want to finish the last paragraph of your state- 
ment 

Mr. Witmor. Yes. I lost track for a moment. 








46 ALUMINUM INDUSTRY 


The most recent modern metals survey which has just been published 
shows a substantial increase in the number of plants using light metals 
from 24,084 to 25,339. 

Incidentally, that compares with something like 17,000 in 1951 and 
8,000 in 1947 and 4,500 in 1945. 

Practically every segment of the industry and nearly every market 
shows an increase in the number of participants during the past 2 years 
and we are confident that future surveys will register further growth. 

Under our economic system, the success of any business or industry, 
large or small, must be earned in the market place by hard work and 
ingenuity, by integrity of products, service and policies—and T am 
going to add the w ‘ord ¢ ‘speculation,” and at the risk of the investors. 

It is our hope and expectation that all segments of the industry will 
intensify their efforts during the coming years to sell aluminum for 
new applications and to expand existing markets. We assure you that 

Alcoa will accept its responsibilty for any expansion needed to satisfy 
the resulting demand. 

Mr. Yates. Thank you for a very fine statement, Mr. Wilmot. 

I would like to refer to it for a few questions. 

At page 2 of your statement, you say 

It costs from $1,000 to $1,500 per ton of annual production for aluminum facili- 
ties, which is 3 to 5 times the cost of a ton of steel capacity. 

What is the comparable profit on aluminum and steel ? 

Since you compare the cost, should not a comparision be made of the 
profit as well ? 

Mr. Wirrmor. If I can recall these figures—I think there is not a 
great deal of difference, if you relate net earnings to investment. 

Mr. Yates. It is more profitable to go into the steel business than it 
is to the aluminum business, then—is that true ? 

Mr. Wiimor. I would rather, I think, leave that question to the steel 
people than to us. We are concerned principally with the amount of 
profit we make on our investment. And I was, I think, principally 
pointing out here by these means that to go into the aluminum business 
requires a very heavy investment and risk, consequent risk on the part 
of the individuals who invest in it. 

Mr. Yates. The steel people tell us the same thing. I don’t know if 
T would have gone into it, the question of profit, if this statement had 
not referred to it. If it costs 3 to 5 times more to go into the aluminum 
business than the steel business, why isn’t Alcoa in the steel business 

rather than making aluminum ¢ 

Presumably you must have a greater return ? 

Mr. Witmor. Well, I cannot give you the figures just offhand, 
Mr. Yates, on return. I think we have them somewhere, and they 
would certainly be available. 

Mr. Yates. Would you say that the figure is comparable to the 
equati ion you use here ? 

Would you say the profit is 3 to 5 times greater than it is in the 
steel business ? 

Mr. Wizmor. Decidedly not. I don’t have those figures as to the 
return on investment here. We do have them, and they are readily 
available, if it would serve any purpose for the committee. 

Mr. Yarrs. Your statement further down on that page is to this 
effect 
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In 1956 more than 43 percent of our total capacity expenditures of $139 mil- 
Hon went into facilities required for the production of basic aluminum, 

That leaves 57 percent undescribed. 

Did that 57 percent go for the expansion of your own fabricating 
facilities ? 

Mr. Witmor. By the process of deduction, yes, it would. We of 
course are expanding our own fabricating facilities as well as the 
facilities for the production of the basic material. 

Mr. Yates. Historically Alcoa was a producer of the primary 
metal. 

Can we take from this statement that Alcoa is now moving more 
and more into the fabricating field ? 

Mr. Witmor. As a matter of fact, Mr. Yates, the aluminum com- 
pany has always been in the fabrication field, and very heavily. 

Mr. Yarres. Well, for a while it was the sole producer of primary 
metal. 

Mr. Wiumor. That is true. 

Mr. Yatrs. And then Reynolds and Kaiser came into the field as 
primary producers and as fabricators. 

Mr. Wiimor. But at the time we were alone in the smelting of pri- 
mary aluminum, we were also a very large factor in the fabricating 
field. 

Mr. Yates. That is true. 

Mr. Witmor. Actually I think that our capacity to fabricate would 
be something in the order of, oh, 75 to 100 percent above the capacity 
to produce the basic material. ‘That is usually true, I think, because 
you get—— 

Mr. Yates. You get the two-thirds ratio ? 

Mr. Witmor. Well, you get a swing from one product to another, 
you have a heavy demand in one, and you have to provide for those 
peaks of demand in the fabricating facilities. 

Mr. YAres. ‘The hearings that we had 2 years ago had certain charts. 

From those charts the staff has computed figures to show that out 
of the total primary that you produced—and I think it may substan- 
tiate what you just stated, for 1954, at least, which are the last figures 
we had—of the total primary that you produced you consumed for 
your own purposes 69 percent. Is that about true ? 

Mr. Witmor. Well, I assumed 

Mr. Yates. This was not one of your statistics; this was a figure 
that we worked up on the basis of the figures that appeared, and I 
wonder if this figure you would think would be fairly accurate? 

Mr. Witmor. Yes. I cannot tell you just offhand what those figures 
are at present, how they divide between the amount of metal which 
we supplied the nonintegrated segments of the industry, and that 
which we consume ourselves. 

We will get that figure for you. 

Mr. Yates. We would be pleased to have it. 

Mr. Witmor. I think we have it around here somewhere. 

Just calling on my recollection, and without the figure before me, 
I think that ‘percentage would not have changed very much. 

Mr. Yates. In subsequent years to 1954? 

Mr. Witmor. No. Lappreciate, Mr. Yates—— 
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Mr. Yates. Our computations also show that Reynolds used 58 per- 
cent and Kaiser used 46 percent of its primary production for their 
own purposes, too. 

Now, on page 5 of your statement you discuss the amendments of 
the contracts of General Services Administration. 

Why did Alcoa consent to those amendments? 

Mr. Witmor. Mr. Yates, may I refer that question to Mr. Hickman? 

Mr. Hickman negotiated those contracts originally, and has been 
extreme] y—— 

Mr. Yates. You mean the basic contracts ? 

Mr. Wiutmor. The first contracts; the original contracts. 

Mr. YAres. For the expanded capacity ? 

Mr. Witmor. That is correct. 

Mr. Yates. And also these amendments ? 

Mr. Witmor. That is right. And he would therefore be much better 
qualified to give you the chapter and verse of that than I would be. 

Mr. Yates. I thought this would be a matter of policy as to why 
Alcoa 

Mr. Hickman. Wespeak to each other between negotiations. 

Mr. Yates. You are two very fine gentlemen; I assume that you 
would. 

And I assume you will here too. 

But tell me, why did Alcoa consent to them ? 

Mr. Hickman. If I have your permission to answer for Mr. Wilmot 
a minute, we consented in order to settle a dispute. 

The General Services Administration was taking the position that 
Canadian metal purchases should be deducted from our “put” rights, 
and in the meantime we were high up in surplus of production on 
the assumption that we had “put” rights. 

A lawsuit was going to be of small comfort to us even if we won it 
some years hence, so we compromised the matter, as lawyers often do. 

Mr. Yates. Do you feel here was consideration for the amendments? 

Mr. Wiumor. I did not understand the question. 

Mr. Yates. This is a legal term, and I assume you want your counsel 
to answer it. 

Mr. Hickman. It is thin, but I think so. 

Mr. Yates. I asked the same question of Mr. McConnell this morn- 
ing. I am sure you were present in the hearing room. I asked how 
this differed from the scrap situation. Presumably the reason that 
the Government raised the objection to your being able to use the 
imports for your ordinary purposes and still put to the Government 
for the entire capacity of the plant or that portion of it which was 
not utilized on the open market, was that it felt that as long as it did 
not want the metal you should not be able to import it from Canada. 

Isn’t this true of the scrap situation as well ? 

Mr. Hickman. Yes; one could make that argument very effectively. 
But I think you have to go back into the industry as it was when the 
contracts were made. 

We contended on Alcoa’s side that the contracts were made on the 
flat ground of knowledge, that historically scrap had always been 

aiid: and had to be purchased in a certain ratio to primary pro- 
Suction in order to take it off the market and in order to take care of 
your casting business. 
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We also contended that there was a pattern to the Canadian metal 
purchases that existed at the time the contract was entered into, and 
that the contract had been entered into in recognition of those historical 
patterns, and that no deduction was contemplated. 

That was disputed in the controversy of last summer. 

The matter was submitted to the acne Accounting Office for a 
ruling, and we got a ruling that these contracts had been drawn in the 
light of those historical patterns; in other words, that the companies 
were right in their basic argument with the Government. 

You ask why the pressure was on the Canadian metal purchased as 
a required deduction from put rights, and not on secondary metal. 

You probably can answer that question better than I. 

I can only say that political pressure built up behind to the point 
where they would not stand for Canadian imports at the time the puts 
were made. 

The same logic, I think, would have been back of the fact that they 
would not stand for secondary purchase. 

But one was a foreign purchase and the other one was domestic; 
there are intangible psychological factors there. 

Mr. Yates. They are comparable instances ? 

Mr. Hicxman. I think they are quite comparable. 

Mr. Yates. As a part of the amendments, an allocation has been 
agreed to for nonintegrated users for an additional period of 15 years, 
and the amount set aside for their use has been expanded from 25 
percent to 35 percent. Is this correct? 

Mr. Witmor. That is correct. 

Mr. Yates. For purposes of this provision, how would you define a 
nonintegrated user? Would General Motors and Ford, for example, 
be considered nonintegrated users ? 

Mr. Hickman. The contract is specific in defining “nonintegrated 
user.” And if I may, I will read it. This is in the two Alcoa con- 
tracts, and I surmise the others are not substantially different. This 
is in both of our GSA contracts. 

Mr. Mouurer. What article is that, please? 

Mr. Hickman. Article 3, paragraph 2 on page 5. 

Mr. Witmor. I think you have a different version there, Mr. Multer. 

Mr. Hickman. Article 3, paragraph 2, reading down 6 or 8 lines: 

As used in this agreement, the term “nonintegrated user” shall mean any 
manufacturer, fabricator, finisher, or producer of aluminum in the United 
States who is not a producer of primary aluminum or an affiliate or a subsidiary 
of such a producer, and who is purchasing aluminum hereunder for his own 
manufacturing, fabricating, finishing, or producing operations. 

It makes no distinction on the basis of size. A nonintegrated user 
in this contract is simply one who does not have smelting facilities. 

Mr. Wiimor. Primary facilities. 

Mr. Yates. All right. Accepting your interpretation for the 
moment, I ask you whether or not under a hot metals contract such 
as Reynolds has with Ford and General Motors, the customer is con- 
sidered to have primary metal facilities so that he would fit within the 
definition ? 

Mr. Hickman. You mean under the Reynolds situation? 

Mr. Yates. Yes. 

Mr. Hickman. Is General Motors considered to have—— 
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Mr. Yates. Presumably, they are not buying pig or ingot, which I 
assume was contemplated at the time these contracts were executed 
with General Motors. I do not think they thought about hot metal 
at that time. 

Mr. Hickman. General Motors is not a producer of anything in 
the aluminum line. I mean it is not a producer of hot metal or pig. 
So whether you accept Mr. McConnell’s classification or not, they still 
remain a nonintegrated user of aluminum, I would say. 

Mr. Witmor. Under this contract. 

Mr. Hickman. Under this contract definition. They have got to 
be a producer of primary metal in some form to become integrated. 

Mr. Muurer. The Alcoa contract refers only to pig and ingot? 

Mr. Hickman. That was an oversight. I think ours was actually 
concluded first. The others also referred to billet; but a couple of 
years later, by a letter amendment, ours was enlarged to apply to 
billet as well: ; so they are the same. 

Mr. Yares. I asked you about hot metal. Would a user of hot 
metal fit within that definition ? 

Mr. Hickman. W oalais a user of hot metal be a nonintegrated——— 

Mr. Yarers. Yes; because of the fact that he is not using pig, ingot, 
or billet; is he? 

Mr. Muurer. In other words, ail the three contracts refer to pig, 
ingot, and billet ? 

Mr. Hickman. Yes. 

Mr. Muurer. No mention of molten metal or of hot aluminum? 

Mr. Hickman. You are asking whether a sale of hot metal is a 
sale of pig or ingot ? ' 

Mr. Yates. I am asking whether a sale to a user of hot metal is a 
sale to a nonintegrated user within the definition that you just gave? 

Mr. Hickman. Oh, yes: I have no doubt about that because a non- 
integrated user is anyone who does not produce— let me get the 
words—“who is not a producer of primary aluminum.” Now, I say 
the auto companies are not producers of any kind of aluminum in 
buying hot metal. They are purchasers, not a producer. 

I could be wrong, but that seems very ple ain to me. 

Mr. Witmor. I quite agree with your interpretation. 

Mr. Hickman. Then I withdraw the fact that I might be wrong. 
Mr. Wilmot agrees with me. 

Mr. Yartss. That is the Supreme Court, I take it. 

So that on that basis, if Reynolds ships 35 percent of its production 
of new capacity to General Motors or to Ford it has met its require- 
ments under the contract with the Government ? 

Mr. Hickman. That depends on the argument that you were hav- 
ing with Mr. McConnell. 

Mr. Yares. You mean the discussion. 

Mr. Hickman. Yes; the discussion, on which I ought not take a 
sideline position. ‘That is, this contract refers to selling at 35 per- 
cent of your production of pig, ingot, or billet. Now, is hot metal 
pig, ingot, or billet, or is it a fourth category? Mr. McConnell 
expressed the opinion, I thought I heard him say, that it was a fourth 
category, and that is a nice lawsuit in itself. 

Mr. Yates. Do you have any opinion on whether or not it is a 
fourth category ? 
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Mr. Hickman. Not that is available here, unless you compel me to 
express it. 

Mr. Mutrer. Can we not qualify him as an expert ? 

Mr. Yares. I do not know whether a lawyer can be an expert wit- 
ness in aluminum. 

Mr. Hickman. You know they are not. 

Mr. Yates. What was the price of primary metal at the time of 
our hearings 2 2 years § ago ¢ 

Mr. Wiimor. 21.5 cents. 

Mr. Yates. That settles that. 

Mr. Wixmor. Incidentally, there was an error in your statement— 
I know one of inadvertence. 

Mr. Yates. You mean my allusion to 19.5 cents? 

Mr. Wiimor. 19.5 cents. 

Mr. Yates. That is correct. I have sought to correct the record 
to show that it was a1 5 cents, and I compromised with Mr. McConnell 
on his statement of 22.5 cents. 

Mr. Wiumor. I ane the price changed on January 18, 1955, and 
is so stated in your report of the hearings in 1955, incidentally, Mr. 
Yates. 

Mr. Yates. To what? 

Mr. Witmor. To 21.5 cents. 

Mr. Yates. From what? 

Mr. Witmor. And is in the report of the previous hearings. 

Mr. Yates. What was the price prior to the 21.5 cents? 

Mr. Witmor. Do you have the records there? We will have it in 
justasecond. It was20.5. 

Mr. Yares. It went up a cent? 

Mr. Wiimor. As a matter of fact, I have it here before me now. 
On August 5, 1954, the price went up from 20 cents to 20.5. I refer to 
pig. On January 13 it went to 21.5. So that the increase was some- 
thing of the order of 20 percent. 

Mr. Yares. What is the price today ? 

Mr. Wiimor. It is 26 cents. 

Mr. Yares. That is rather a substantial increase, is it not? I 
wonder whether or not the price of your fabricated ‘products, your 
fabricated and semifabricated products, has had a corresponding in- 
crease in the 2-year interim ? 

Mr. Wixmor. I cannot give you the exact figures, Mr. Yates, but I 
think we would find that the published schedules of our fabricated 
products, when they changed, would be about the same percentage, 
would show about the s same percentage increase as the percentage 1n- 
crease in the price of the basic material. 

Mr. Yarrs. You are selling the same items in your catalog today 
that you sold 2 years ago, are you not ? 

Mr. Wiumor. Yes. 

Mr. Yares. So that you could calculate what the increase in the 
same items over the last 2 years was, to determine whether or not the 
percentage of increase is the same ? 

Mr. Witmor. That is right. 

Mr. Yates. As to the increase in the price of billet, do you have 
that answer handy at the moment ? 

Mr. Witmor. I do not have it right here; no. I do know, however, 
that when we computed this last increase in published prices, we 
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computed, of course, what the percentage increase in the price of the 
basic material was—in other words, pig—and also the increase in 
the prices of the fabricated products for which we have published 
schedule prices. 

Mr. Yates. If the prices have not risen to the same extent as the 
price of pig, those who purchase pig, like the small fabricators, and 
compete with the primary producers in the sale of fabricated and semi- 
fabricated forms, run into difficulty ; do they not ? 

Mr. Witmor. They would if that were true or if the fabricator were 
entirely dependent upon the use of primary for his operation. 

Mr. Yates. Yes. 

Mr. Wiimor. Of course, you have very large quantities of scra 
and secondary as well. It is a very large factor, as would be indi- 
cated from some of the figures I have given. But I might say this to 
you: We are thoroughly conscious of the position of the small fabri- 
cator in this business, and when, for example, there is an increase in 
labor rates, which unfortunately we have been getting year after year, 
whether there is an accompanying increase in productivity or not— 
when there is an increase in labor rates—we recognize full well that 
any independent or nonintegrated fabricator who purchases the basic 
material will have presumably also an increase in the labor cost of 
converting that into his end product; and hence the prices for our 
fabricated products will reflect the increased cost of converting the 
basic material into that product, whatever it may be. Is that clear? 

Mr. Yares. Is this increase from 21.5 cents to 26 cents in the last 
2 years attributable to the increased labor cost ? 

Mr. Witmor. I cannot say every one was. There might have been 
one adjustment which had not been preceded by a labor increase, 
But, unfortunately, we have all of these added costs. You imme- 
diately get increases or we have had increases in transportation costs, 
one right after another. We have had increases in the cost of mate- 
rials which are required in the production of aluminum. 

Mr. Yares. Do you pass your transportation costs on to your 
customers ? 

Mr. Wiimor. I took the pains to send for the exact price schedule 
here, because of the discussion which took place this morning. I do 
not think I would want to burden you with the extremely legalistic 
nature of this standard transportation clause that we have. 

Mr. Yates. It is no burden. We would like to know about it. 
Just put it in the record if you want to. 

Mr. Witmor. Suppose we present you with a copy of this schedule, 
which will give you that clause in full? 

Mr. Yates. Without objection, we can put it in the record. 

(The schedule referred to appears in the appendix, p. 438.) 

Mr. Muurer. May we have a layman’s explanation ? 

Mr. Wizmor. Yes, the layman’s explanation of it is this: The ma- 
terial is sold f. o. b. apne point, but with full freight allowed to 


destination irrespective of the quantity or the distance. In short, it is 


the postage stamp system. We sell pig from Alcoa or Massena to San 
Diego, Calif. It is delivered at the 26-cent price at that point, or at 
any other location of the country—East, North, South, or West. It 
is the postage stamp system— it absorbs in the price the average cost 
of the transportation. 
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Mr. Yates. And the actual cost of the freight then is deducted by 
the customer; is that correct ? 

Mr. Witmot. No. We deliver, although it is f. o. b. shipping point. 

Mr. Yates. That is right; when you use the term “f. o. b. shipping 
point,” somebody has got to pay the freight. 

Mr. Witmor. We do that only to establish the fact that once it is 
loaded on the cars, any loss in transportation or claims would be his. 
But I think I am correct in saying that we actually prepay the freight. 

Mr. Yates. You prepay the freight? 

Mr. Wiimor. Yes, in most cases. 

Mr. Yates. Do you differ in this respect from the way Reynolds 
operates ? 

Mr. Wiimor. I think not. 

Mr. Yates. They prepay the freight, too? 

Mr. Witmor. I cannot be sure. 

Mr. Mourer. That wasn’t the explanation Mr. McConnell gave. 

Mr. Wiimor. I think we differed on that point. 

Mr. Muurer. Correct me if lam wrong. I thought Mr. McConnell 
said that customers—— 

Mr. Witmor. I think he did. 

Mr. Mutter. Billed the full price, and then instead of giving him 
the full price in dollars, he gives him the price in dollars plus a 
freight bill which the customer has paid. 

Mr. Yates. Full price deducting the cost of freight ? 

Mr. Mutter. That isright. He gives him the price less the freight. 

Mr. Yates. That is right. 

Mr. Mutter. To cover the balance of the price, he presents the paid 
freight bill ? 

Mr. Wirmor. Mr. Multer, I think there was some little confusion 
there on that subject, but may I merely say that our policy is that 
we used the expression “f. o. b. shipping point,” but the effect of our 
arrangement is that the transportation cost is included in the selling 

rice, 
. In other words, the individual who buys a carload of pig from us 
gets it at 26 cents per pound and has no freight cost to pay. 

Mr. Yates. No matter where he is located ? 

Mr. Witmor. Never mind where he is located. 

Mr. Yarrs. If you ship from Pittsburgh to a man in Pittsburgh, 
the price is the same to him as it is to a customer in California? 

Mr. Witmor. Exactly, the postage stamp basis. 

Mr. Murer. Does that not then put an incentive on the shipper— 
Alcoa, Reynolds, or Kaiser—to ship to the customer nearest their 

lace of shipment, because there is that difference in profit then that 
is earned by the shipper? The less the freight, the more he makes, 
the more the shipper makes, is that not so? 

Mr. Witmor. It has all been computed, and whatever that average 
price or the average cost to us per pound of the transportation allow- 
ance, is included in the price. mets 

Mr. Murer. Now, I am more confused than before because now 
you are talking about average freight price or average price taking 
into account average freight. If it is averaged out, then your profit 
would be the same to the distant buyer as to the near buyer; but if it 
is actual freight that is paid, then if you ship to somebody close by, 
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there is the difference between the cost of that freight and the one to 
the coast further away. 

Mr. Witmor. That is right. 

Mr. Motrer. And you make that additional profit ? 

Mr. Wixmor. I referred to it as the postage-stamp basis. You can 
send a letter—Uncle Sam will send a letter from here to Seattle or 
from here to Alexandria for 3 cents, for a 3-cent stamp; and that is 
exactly the basis which is used here. So that all competitors are on 
an even basis. 

Mr. Yates. But that is not the way it works, though, is it? A 
8-cent stamp will take a letter either to Washington or to California, 
assuming we mail a letter from here. 

Mr. Hickman. Or across the street. 

Mr. Yares. That is right. But in your shipment of aluminum, 
there is no certain fixed price that one pays. He will pay a certain 
amount for aluminum, but freight varies from place to place with 
what you pay for it? 

Mr. Hickman. But it averages out. 

Mr. Yates. And that average amount is included in the price? 

Mr. Witmor. Exactly. 

Mr. Yates. Which you charge. 

Mr. Wiimor. Could we resolve it this way, Mr. Yates—— 

Mr. Yates. I would like to. 

Mr. Witmor, By saying that if we were to ship a carload of pig to 
Mr. A in Seattle, he would pay 26 cents a pound for it. 

Mr. Yates. And not pay any freight on it ? 

Mr. Wiimor. No. 

Mr. Yates. Other than that which has already been included as 
an average freight ? 

Mr. Wiimor. Exactly. 

Mr. Yares. In the price of the aluminum, an average freight factor 
is included in that price ? 

Mr. Witmor. If we were to ship to Mr. B from Alcoa to Knoxville, 
which is 10 miles away, that individual would pay 26 cents a pound for 
it. And if it were shipped to Miami, Fla., the individual in Miami 
would get the carload at 26 cents a pound. 

Mr. Yates. Now, the Government buys aluminum from you at a 
published price ? 

Mr. Wizmor. Right. 

Mr. Yates. What does the Government pay ? 

Mr. Witmor. That gets to a complication at the moment, in that in 
this agreement which we recently made, which Mr. Hickman recently 
made with the Government, we agreed to invoice at the price in effect 
at the time it was produced rather than the published price in effect 
on the date of shipment. 

Mr. Yates. My question was directed particularly 

Mr. Wixtmor. That confuses the thing, complicates it. 

Mr. Yates. You brought another factor in here that I did not hava 
in my mind. 

Mr. Wiimor. Yes. 

Mr. Yates. I was trying to think of this freight factor. 

Mr. Wiurmor. Yes. 

Mr. Yates. This morning Mr. McConnell said that the Government 
obtains a special consideration 
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Mr. Wimor. Yes. 

Mr. Yates. In that freight is subtracted from the published price. 
The Government buys at a  eoegenry price apparently, but somewhere 
along the line, freight is subtracted from the published price at which 
Reynolds sells to the Government. 

Does Alcoa do the same ¢ 

Mr. Wixmor. I think he finally clarified that. 

Mr. Yates. Not for me, he did not. 

Mr. Mutter. Suppose we find out what Alcoa does. 

Mr. Yates. What does Alcoa do? 

Mr. Hickman. May I say the Government, between some loca- 
tions has a special rate applicable only to its shipments, and it wants 
to take advantage of that and it does not want to share it with the 
producers ; so we have an arrangement with the Government that when- 
ever they request it—and they request it wherever they have a special 
rate, in fact—we will rebate to them from this 26 cents price whatever 
we would have to pay in freight to get the metal from where we pro- 
duce it to where they want it; and then they pick up the a charges 
themselves at their special rate, that is, they do their own shipping, if 
you please. It is wholly for their benefit. It does result in a net 
saving to the Government. 

Actually it makes no difference to us. If we were asked to ship it 
from Rockdale to Davenport and it costs us a cent a pound to get it 
there, we would take that cent off—the Government requests us to do 
this—we would take that cent off the 26 cents, charge them 25 cents 
net. They would ship it by their own special deal with the railroads 
from Rockdale to Davenport, say, at three-quarters of a cent, and 
they would pocket the extra quarter of a cent. We come out just 
where we would have had we shipped it for them, but they actually 
pick up that saving that they get by getting a special freight rate. 

Mr. Yares. There is an additional factor, I think, that needs clari- 
fication. Your 26 cents price includes an average freight price? 

Mr. Hickman. Yes. 

Mr. Yates. Insofar as the Government is concerned, you deduct 
the actual freight cost to the point of destination, do you not ? 

Mr. Hickman. Yes, we do. 

Mr. Yates. What you are doing then is still charging the Govern- 
ment for an average weighted freight factor in the computation of 
your final price, less the amounts, so that the Government is actually 
paying a part of freight there, is it not? 

{r. Hickman. The Government can have it either way it wants to. 
It can get it delivered where it wants it at this average freight price, 
which is included in the 26 cents, or, if it is in a position to beat that 
arrangement, if it has got a special rate in effect, it can ask us to 
turn over to them the actual freight we would pay, and it will pay an 
actual freight of its own. 

Mr. Yares. Yes, but am I right in the assumption that I made, 
namely, that your price includes a freight factor ? 

Mr. Hickman. Our 26 cents does. 

Mr. Yates. And the deduction which the Government makes for 
actual freight cost is made from that price which includes the freight 
factor ? 

Mr. Hickman. Yes, sir. 
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Mr. Yates. All right. Why, then, do you not do what was done in 
the Ford and General Motors contracts; namely, deduct the actual 
freight factor from the Government’s price before you deduct the 
actual cost of freight? 

Mr. Hickman. It could have been done that way. 

Mr. Yates. Would not sueh an arrangement ve saved the Gov- 
ernment money ? 

Mr. Hickman. I think the Government feels that they have the 
best deal this way. 

Mr. Yates. But that is not my question. Would it not have saved 
the Government money ! 

Mr. Hickman. No; I do not think so. I think the Government 
saves more money this way. 

Mr. Yates. Why is that, if there is an additional freight factor 
which is still in the price? 

Mr. Hickman. Because I think the Government has a selection, 
which it never makes against itself, either to get this aluminum de- 
livered at what is, in effect, the average price included in the 26 cents, 
or, if it can better it, it elects to ask for a rebate of actual freight and 

ay its own actual freight. But it will always come out, if it is as 
intelligent, as I am sure its operators are, it will always come out 
either asking us to ship at the average rate, if that is to its ad- 
vantage, or, if its cost is going to be less than that, it will say, “Let 
us share it.” 

Mr. Motrer. Will you yield at that point, Mr. Chairman? 

Mr. Yates. Yes; I yield. 

Mr. Mutter. As a matter of fact, a large part of the aluminum 
the Government is stockpiling is being stockpiled in your warehouses; 
is that not so? 

Mr. Wiimor. No. 

Mr. Hickman. They tell us from time to time it is being stockpiled 
in various places. 

Mr. Motrer. Is any part of it being stockpiled in your warehouses 
or in your yards? 

Mr. Wiumor. No; not in the warehouses. I think there is some 
stockpiled at our Davenport location, but that Davenport location, 
Mr. Multer, is a sheet mill. It is not a smelting plant. The pig is 
actually produced at a smelting plant, wherever that might be— 
it might be the Northwest, it might be in Texas—and the general 
theory being that that is a good place to put it. In the event of an 
emergency, the metal would be available for fabrication into sheet 
or plate from close proximity. 

fr. Muurer. And there is an actual freight charge incurred, in 
connection with the stockpiling, in taking it from your plant where 
it is produced to wherever it is finally stockpiled ¢ 

Mr. Hickman. In every case. 

Mr. Witmor. It is a lot more logical to do that than it would be 
to pile it up out in a field somewhere and then have to turn around 
and ship it to a fabricating plant for conversion into whatever the 
product might be. ; 

Mr. Muurer. Now, may I return to my original question, which 
I think is still unanswered. Is there not an incentive, because of 
the price structure and the manner in which you allow the freight 
against the price, is there not an incentive to Alcoa and Reynolds and 
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Kaiser to seek out the purchaser whose plant or point of delivery will 
be nearest to the place of production ? 

Mr. Witmor. I suppose you could answer that yes, but it actually 
does not work that way. We have carefully computed what the 
average cost per pound is for this transportation, and, that having 
been done, it never enters our minds to think that we would save 
money if we ignored a long haul and concentrated on short hauls. 
And another factor is that these shipments are made from a multi- 
plicity of points, because we have smelting plants in the Northwest 
and smelting plants in the South and also in the Northeast. We 
would, of course, attempt to use our best discretion in order to save 
on transportation costs. 

Mr. Hicxman. If i might be permitted a supplemental word, sir. 

Mr. Yates. You covtaidity may. 

Mr. Hickman. The whole postage-stamp theory of delivering 
anywhere at one price is based on the premise that we are trying to 
develop a national market. While it is true that you make more if 
you sell right across the street from your plant than if you ship across 
the country, actually, if you accept the premise that you have got 
to develop national markets in order to justify your plants at all, 
you are just as anxious to sell in California as you are in Pennsylvania, 
even though you make less money on that particular sale. 

Mr. Witmor. And may I ae the supplement, also, by say- 
ing that it has been traditional for as many years as I can recall that 
the aluminum system has been one of delivered prices, and there is 
nothing new about this. It has been accepted. 

Mr. Yates. Was that not Mr. Hickman’s argument made in the 
Supreme Court on the Basing Point case ? 

Mr. Wiimor. Idonot know. It might have been. 

Mr. Mutrer. The difference I see in applying the er 
theory to any business enterprise is that the United States Govern- 
ment has no choice as to who will deliver a letter to be mailed and 
where it will be delivered after it has the 3-cent stamp affixed to it 
whereas in our free-enterprise system, you have a right of choice o 
customer. I am not finding fault with your exercising the choice of 
customer, provided it is done fairly and equitably to all concerned, so 
that you do not pick one customer so that you can earn the larger profit 
to the detriment of the customer who is farther away. I am not sug- 
gesting you do it. I am trying to find out what the fact is. 

Mr. Wiutmor. Mr. Multer, I can answer this way: We would be 
delighted to ship several trainloads to any destination in these United 
States, however remote it might be, at that price. 

Mr. Yares. I would like to get back to your statement, to our dis- 
cussion a few minutes ago, Mr. Hickman, where I asked you whether 
it would not be cheaper for the Government first to deduct the freight 
factor, as is done in the hot-metal contracts, and then to deduct the 
actual freight cost. If we take as our base the contract that Reynolds 
has with Ford, page 11 of that contract shows that on the 22.5-cents- 
per-pound price for pig, they have deducted a freight factor of 
0.007655. Now, that happens to be 3.1 percent. The Government buys 
a significant amount of metal, does it not ? 

Mr. Hickman. I grant that is a cheaper way to figure the price, but 
we are not selling on that basis to General Motors or the Government 
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or anybody else, speaking for Alcoa. We are selling on a delivered 


price basis. Now, the only reason we made a special deal with the wh 
Government was not that we were trying to give any price concession, WI 
but we were trying to enable the Government to take advantage itself “tes 
of the special arrangement that it had with the railroads; and that is ys 
all we were trying to accomplish. ¢ ‘ 
Mr. Witmor. And no private enterprise enjoyed such an arrange- ; 
ment. It isa purely national arrangement. — 
Mr. Yates. In other words, this is a deal which only the Govern- Te 
ment gets ¢ i 
Mr. Wiimor. That is right. ae 
Mr. Yates. And no other concern gets this deal ? 1 
Mr. Wmomor. No. ho 
Mr. Hickman. Oh, no. th 
Mr. Wiumor. No one else has such a favorable transportation ar- a 
rangement as the Government has. It is a Government bill of lading : 
in which they are accorded these favorable terms not available to a 
anyone else, so far as we know. in E 


Mr. Yates. Does Alcoa ever sell below the published price ? 
Mr. Witmor. Let me ask, Mr. Yates, are you dealing with any spe- M 
cific product, are you confining this statement to primary pig ? 
Mr. Yares. Primary metal. 
Mr. Wimor. To primary pis! M 
Mr. Yates. Primary metal. ‘a 
Mr. Wiimort. We do not in the United States. There have been 
instances where we may have shipped some metal abroad perhaps to [| 
a customer of longstanding in a fondien country and there we are 
obliged of course to adhere to the prices established in that area. 
Mr. Yates. When you say “abroad” does this include Canada ? \ 
Mr. Wiimor. No; we sell practically nothing in Canada as I recall. | 


Mr. Yates. England ? | = 
Mr. Witmor. Yes; there would be some in England. There might cast 


be some in India something of that sort but it is a trifling amount; it | 
is very small. rr 

Mr. Yates. Do you sell—we are still with primary metal—below | with 
your published price to anybody in this country 4 M 


Mr. Wizmor. No. 10p 
Mr. Yates. Have you ever done it ? 
Mr. Witmor. That is a long time. I cannot answer that categori- M 


eally. I can recall of no instance and certainly not since we have had § yoy. 


any Government contracts. M 
Mr. Yates. The reason for my question I think was the fact that I M 
thought that certainly the Government as perhaps your biggest cus- M 
tomer. ther 
Mr. Wixmor. Yes. a gr 


Mr. Yates. Should certainly be entitled to the same price as the } Yo, 
most favored customer receives. nace 
Mr. Wiimor. We would scarcely allow ourselves to get into that kind ' mol 


of a position. The 
Mr. Yates. Mr. Wilmot educate me in this respect. mok 
Mr. Witmor. I am sure that would not be difficult. -intre 


Mr. Yares. In this respect. The process of the production of alu- | My 
minum goes through various stages. It goes through a certain stage | meta 
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~ ' when it is in the form that is usable by Ford and by General Motors 


as it comes from the Reynolds’ smelter or the Reynolds’ pipeline. 





id : What remains to be done in the manufacturing process to put that in 
i ' the form of pig to pig it if you will? By that time it has got a certain 
7 chemical formula; has it not ? 
Mr. Witmor. Mr. Yates that might require some considerable tech- 
8 | nical discussion in this respect. Principally the product of the smelt- 
| | ing pots is pure metal and the purer you have it the better you like it. 
n° | The alloys used 

Mr. nag But at the time it goes into the GM and Ford plants it 
has its formula established ; does it not ? 

Mr. Witmor. I really am not in a position to answer that, Mr. Yates, 
because that is a question as between Reynolds Metals, who supplies 
the metal, and the automobile people who pone it. In some in- 

ial stances, you can have certain alloys produced in pots, in the pots them- 


selves. In other instances, you would be a little more likely perhaps 
2 OF to put it through a holding furnace and then add whatever alloying 
ingredients might be required to meet certain chemical or metallurgi- 
' cal requirements. 
spe | = Mr. Yates. Would that be done in the Reynolds’ plant, or can it be 
done in either ? 
Mr. Wiimor. I really do not know how it is done. 
Mr. Yarrs. Could it be done in either ? 
Mr. Wirumor. Oh, yes; it could be done in either. I do not know I 


eel |) am sure when the gentlemen from the automobile companies are on 
S tO | the stand, they would be able to give you more detailed information 
are | inthat respect. I really do not know how they do it. 

Mr. Yates. With my lack of knowledge of this particular opera- 

tion, I was under the impression that by the time it flowed from Rey- 

call. | nolds into the plants, that it had already had its chemical content 

, fixed, and that all that had to be done was to move it into your various 
ight | castings or into your various operations. 

it; at Mr. Witmor. I think what I am trying to say to you is that there 

slow 4 2 all sorts of ways in which this could be done, and I am not familiar 


with the detailed arrangement, the procedure which they follow. 
Mr. Yates. Very well. Does it ordinarily cost Alcoa as much as 
_ 10 percent to convert hot metal into pig? 
a Mr. Witmor. No; it does not. 
gori- | Mr. Yares. Would it be revealing one of your cost secrets to ask 
had » you what the cost factor was for a process like that ? 
) Mr. Wimor. I have no figures with me, Mr. Yates. 
hat I} Mr. Yares. Could you give us a maximum figure ? 
cus: | Mr. Witmor. There again I think we have to get to the point where 
| there are so many factors that can be included. Mr. McConnell used 
} a great many factors this morning. What you have is merely this. 
You take the ladle as the metal is syphoned from the smelting fur- 
naces—it moves down usually on a tram rail and it can be poured into 
molds at the end of that tram rail, in which event you then have pig. 
The actual pure physical cost of pouring that hot metal into a cold 
mold is not very great, but I am not going into all of the other factors 
introduced by Mr. McConnell this morning. 
f alu- Mr. Yarrs. Did Alcoa have the opportunity to enter into any hot- 
stag® | metalscontracts with any company ? 
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Mr. Wimor. I would answer that, Mr. Yates, by saying that, of 
course, there were discussions between the automobile companies and 
ourselves. We did not ever get to the point where we made a specific 
and formal offer on hot metal, and we have no hot-metal arrange- 
ments with anyone. 

Mr. Yates. What effect would such a contract have upon the small 
independent smelters, the small independent fabricators, diecasters, 
and so forth? 

Mr. Witmor. First, if you are referring to the diecasting industry 
principally, I think the hearings held a couple of years ago brought 
out a statement from the diecasting industry that it was rather tradi- 
tional with them that they use something of the order of 85 percent 
of scrap and secondary in their production of diecastings, and to a very 
considerable extent that has been historically true of permanent mold 
and sand castings over the years. 

Mr. Yates. So what do you conclude from this, that it would have 
no effect on the diecasting industry ? 

Mr. Witmor. Well, it would not havea great effect. 

Mr. Yates. What about the smelters who have sold their pig and 
ingot to the automobile companies? 

Mr. Wiimor. There again, Mr. Yates, the source of material for 
the secondary smelters is obviously scrap, and as the scrap market 
goes, so goes the price of secondary. If scrap is available in plentiful 
supply, it has its effect on the price of the scrap and that is quite 
variable depending on the circumstances existing. 

Mr. Yates. I suppose this is an unfair question to ask you ? 

Mr. Witmor. At the moment I think it would be discovered that it 
would be possible for someone to buy secondary metal of suitable com- 
position for many purposes at a price lower than cold pig or hot metal ? 

Mr. Yates. What about the smelters who sell their pig and ingot 
to the automobile companies? Under this sort of an arrangement 
they would be no longer needed, would they? 

Mr. Wrumor. I am sure that their answer to you on that would be 
infinitely better than mine. We are not in the secondary business. 
be are in the primary business. We do not supply any secondary 
alloys. 

Mr. Yates. Don’t you purchase scrap ? 

Mr. Witmor. Oh yes; we purchase scrap, but not for the purpose of 
putting that into ingot. 

Mr. Yates. For your own consumption ? 

Mr. Wiimor. We use a certain amount of scrap in our fabrication. 
You will recall perhaps that in the testimony I gave before the com- 
mittee 2 years ago I indicated that it was quite a well-known practice 
that the individual generating scrap would retain that, identify it, 
keep it segregated and return that scrap to the individual supplying 
the product, whether that be sheet or some other fabricated pro uct. 
In fact, during the war there was a requirement that that be done, in 
the interest of efficiency. 

Mr. Yates. Is it more profitable for Alcoa to sell fabricated products 
than primary metal ? 

Mr. Witmor. Yes. 

Mr. Yates. Have there been any cutbacks on Alcoa’s production ? 

Mr. Witmor. Yes. We have certain contracts, for example, inter- 
ruptible power contracts in the Northwest, and in those instances, yes, 
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we have cutbacks, and also at Messina and at Badin we have cut back 
to some extent. 

Mr. Yares. Are these plants that are considered to be part of the 
so-called new capacity which was the subject of the contracts with 
GSA? 

Mr. Witmor. I missed something. I missed something in your 
question. 

Mr. Yates. Are these plants that you have listed a portion of the 
plants that were the subject of the new capacity contracts with GSA ¢ 

Mr. Witmor. No. 

Mr. Yates. Would it not have been more advantageous for the 
Government, in this period of oversupply, to have Alcoa cut back 
production of new capacity rather than old capacity so that there 
would be a lesser obligation on the part of the Government ? 

Mr. Witmor. It is conceivable that I would think much would de- 
pend upon the nature of the operation and the cost of the production 
at those facilities. We have the right to operate those, and I would 
assume that we would make a computation indicating that these plants, 
being the latest ones and the most modern ones, would probably result 
in the lowest cost of production. 

Mr. Yares. As I remember my law, and I am sure Mr. Hickman 
“an correct me if I am wrong, where there are 2 parties to a contract 
and 1 becomes liable, there is an obligation on the contracting party 
to whom payment is due to minimize the liability. I wonder whether 
such a conclusion doesn’t exist in this situation ? 

Mr. Hickman. The premise is the obligation to minimize damage, 
and we do not look on the commitment of the Government to take a 
pig as a damage, even though their position has changed somewhat, 
and if I can supplement what Mr. Wilmot said, I think we were well 
aware of the Government’s position, and we had every desire to co- 
operate with it. We did cut back our purchases of scrap tremen- 
dously. We did curtail our production, but we were following the 
formula of curtailing it wherever we could do it with the least expense, 
that is in so many places, for example, power, which is the biggest 
single item in cost we have to pay for whether we use it or not. Now 
in some places we had power contracts that we could terminate or 
curtail say on 30 days’ notice. We were governed by factors like that. 
We cut back where we could do it with the least economic loss, and as 
far back as we could. We finally cut back to this point, where had 
we cut back any further, the facilities that we are operating now 
would cost us two-thirds as much shut down as they do operating, 
which is such an uneconomic thing. That is, we get dressed up with 
so much overhead, unemployment compensation, and that sort of thing 
that we cut back to what we considered the bone. When we got to 
the point where it cost us two-thirds as much shut down as running, 
we thought it preferable to run. 

Mr. Yares. Is Alcoa engaged in either construction by itself or in 
participation with other companies in the construction of plants in 
countries other than the United States ? 

Mr. Witmor. Engaging with other companies in the construction 
of plants ? 

Mr. Yates. For the production of primary aluminum? 

Mr. Witmor. No. 
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Mr. Yares. Do you still sell at less than the published price to 
customers outside of the United States? 

Mr. Wiimor. There may be an instance here and there where we 
have had a long association with a company. For example, in India, 
and there we must adhere to the price in effect in that area or we lose 
that account, of course. 

Mr. Yates. What is the differential ? 

Mr. Witmor. Oh, I think it may be a cent or two, something of 
that sort, but again I would like to say, Mr. Yates, that the quantity 
that we move out of the country is relatively insignificant, a fraction 
of 1 percent of the total, and that has been minimized, even that much. 

Mr. Yates. Mr. Multer? 

Mr. Motrer. Mr. Wilmot, approximately what was your tonnage 
production in 1955? 

Mr. Witmor. Primary production in 1955 was 1,404 million pounds. 

Mr. Murer. What is it for 1957? 

Mr. Wiimor. 1957, according to this latest figure I have here, is 
1,423 million pounds. 

Mr. Muurer. Approximately the same? 

Mr. Witmor. Approximately the same. 

Mr. Mutrer. What was your labor increase from 1955 to 1957? 

Mr. Witmor. From 1955 to 1957? 

Mr. Mutter. Yes. 

Mr. Wiimor. I’d say it would be somewhere around, something on 
the order of 46 cents per hour, something in that neighborhood. I 
cannot be exact about it. 

Mr. Mutter. You say 46 cents per hour increase? 

Mr. Witmor. That isright. 

Mr. Mouurer. What is the hourly wage today ? 

Mr. Wiimor. I do not have that. 

Mr. Mutter. Suppose you obtain the figures and submit it to us, 
what the hourly wage rate was in 1955 and what it is today. 

Mr. Wixmor. Yes. 

Mr. Yates. And in the cost per pound. 

Mr. Motrer. Mr. Yates suggests you might give us the cost per 
pound of production in 1955 and the cost per pound of production 
today. 

Mr. Wixtmor. You mean you want this on purely the labor costs? 

Mr. Mutrer. Suppose you give us both the labor and the overall 
costs. 

Mr. Witmor. And the materials and so forth. 

Mr. Mutter. Yes. 

Mr. Hickman. I am reluctant to see us put our costs of making pig 
on the record, sir. 

Mr. Yates. I would be inclined to go along with that if it is all 
right with Mr. Multer, but I gather from Mr. Wilmot’s testimony 
that the increase was in great measure attributable to the labor 
factor. 

Mr. Hickman. We are quite willing to spell out that detail. 

Mr. Wiimor. Oh, yes; we can do that, but I do not think we want 
to disclose all of the factors. 

Mr. Moutrer. I will not press for the other factors. I thought you 
were volunteering it. I can understand why you would not want the 
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entire costs on the record. I think the labor cost will suffice, if you 
will supply that to us. 

Mr. Witmor. So long as you appreciate, of course, that that is 
only one of the components of the overall cost, the labor aspect of it. 

Mr. Murer. Of course, somebody picking up this record and read- 
ing it next week may put you in a bad light and draw conclusions from 
it that might be unfair to you, but it is your choice as to whether you 
will give us the other figures or not. 

Mr. Wiimor. I wanted to stipulate that when we do. Let me use 
an example: A product like aluminum cable, steel reinforced, is made 
up of shetnineiie strands, and has a steel core for the strength; 
obviously as cost inc sreases—labor increases hit the steel industry they 
are immediately communicated to us and we have to pay more for the 
steel core that goes into the cable, and so that is another aspect of it. 

Mr. Mutter. Mr. Wilmot, I want to be completely fair to you. 

Mr. Witmor. J know you do. 

Mr. Motrer. I am directing your attention to the fact that this is 
a public record as you know and somebody may pick it up at some 
time later and may draw an unfavorable conclusion from the facts that 
you do submit for the record. I leave it to you as to how much and 
how far you will go in what you will give to us in addition to the labor 
costs. 

Mr. Witmor. All right, we will look at it very carefully and submit 
the information to you. 

Mr. Mutrer. As it stands at this moment on the record, it appears 
that from 1955 to 1957 your cost to the customer of your aluminum is 
almost 25 percent higher today than it was in 1955. 

Mr. Witmor. Not according to our computation, Mr. Multer. 

Mr. Murer. I may be off by a small percentage. 

Mr. Wirmor. Twenty or twenty- one. 

Mr. Murer. 2114 cents in 1955 and 26 cents today. 

Mr. Wimor. Yes. 

Mr. Motrer. Isn’t that approximately 25 percent ? 

Mr. Wiitmor. I think we figured it at 20.9 percent. 

Mr. Murer. You are figuring the 4144 cents as against today’s cost. 
That is not the increased percentage of price. I take it 414 cents as 
against what the price was in 1955 and I say that is the percentage of 
increased price. 

Mr. Powner. The 20.9 is calculated on the 1955 price. 

Mr. Wiremor. I can do a little fast arithmetic here. 

Mr. Mutter. Go ahead. 

Mr. Wixtmor. 414 on 2114, 

Mr. Hickman. Less than 21 percent. 

Mr. Witmor. Yes. It is about 20.9 percent. 

Mr. Mutter. I will take that. It still strikes me as a rather high 
increase in percentage of cost. during a 2-year period, and frankly, I 
would like to have you justify, if you can, on the record within the 
limits that you think you ought to go, that increased cost. 

Mr. Yares. Will you y eld for a moment? 

Mr. Mutter. Surely. 

Mr. Yares. I think this is true particularly. In the last hearings, 
page 262, I notice the statement by Mr. Wilmot: 


Now we are convinced that it is sound, long-range planning to sell new 
aluminum at a price as low as is feasible in relation to its cost of production. 
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Mr. Wumor. That is right. 
Mr. Yates (reading) : 


This has been a policy to which we have been dedicated over these years. 


Mr. Wixmor. That is right, and I would say this in answer to you, 
Mr. Multer. That aluminum is far and away the least expensive of 
the metals, with the exception of steel, when allowance is made for the 
difference in the specific gravity. Or in other words, on a volume 
basis for most of the time aluminum has been a very inexpensive ma- 
terial in relation to the other nonferrous metals. 

Mr. Murer. You may be absolutely correct theoretically, but I 
know it strikes me as rather high when I get the bill for the geting 
up of the aluminum screens or the new aluminum door or whatever 
it is, or the new aluminum appliances that come into the house, and 
I know those prices are going up and up, and we are paying more for 
them, and obviously everybody along the line is going to pass on the 
increased costs plus a fair percentage as increased profit to himself. 
Now that is the free-enierprise system, but I think we ought to find 
out how much of that cost is attributable in the first instance to the 
primary producer. 

Mr. Witmor. I hope you have not had any breakdown of your 
plumbing in your house in a recent period of time. 

Mr. Yares. It is high. 

Mr. Witor. I do not know how much of that is attributable to the 
raw material, Mr. Multer, and how much of it is attributable to the 
artisan who does the job, if artisan you can call him. 

Mr. Mutter. I am trying to separate the labor costs from the cost of 
installation of an item and the cost of production of the item, and I 
would like to have the record fairly disclose all of those facts. I also 
have in mind, as I am sure you have, too, and I think you will agree, 
that today your depreciation and obsolescence allowance is much fairer 
to you and companies like yours than it was 5 years ago. You havea 
faster writeoff, you have a choice of a faster writeoff so far as deprecia- 
tion and obsolescence are concerned. 

Mr. Wumor. Yes, Mr. Multer, but on the other hand the situation 
we face in the aluminum industry is this: Every time you go to 
build a new plant in this industry and to put the equipment in it, you 
find that the cost has tremendously increased, so that your invest- 
ment is many times what the investment would have been a few years 
ago, and hence I think our situation is not very different from the 
situation which has repeatedly been described by the steel people in 
attempting, in their hearings, to explain that the cost of capital ex- 
penditures—that is, for pla ants and equipment—have tremendously 
increased. If you are going to keep those in a proper state of repair 
and replace them, there must be an allowance in your selling price 
for that purpose. 

Mr. Mutrer. There is no doubt about that. I also have in mind, 
though, that when you probably started this venture—you or your 
company started it—you possibly were required to depreciate your 
plant and initial capital investment in plant over a period of 50 years, 
ai the rate of about 2 percent a year for obsolescence and depreciation. 
I think in some instances today you have been able to do it over 5 years 
and I think you have got a choice of doing it, even if you did not get 
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any special tax concession when you started many of your newer 
plants, you still can write it off in a maximum of 10 years. 

Mr. Witmor. May I merely say this: That we recognize that the 
aluminum industry has a tremendous job in the period just ahead to 
absorb the great increases in capacity, and certainly the industry is 
not going to put a higher price on its product than is required to 
make a fair and reasonable return on its investment. To do any- 
thing else would be foolhardy in our opinion, and it has not been our 
practice, as the record, I am sure, will show. 

Mr Mutter. Yet with more customers today than you had in 1955, 
the price has gone up. 

Mr. Wiimor. Yes, because the costs have gone up. 

Mr. Mouurer. Has the tonnage that has been sold gone up, too? 

Mr. Wivmort. I read to you what the production was. 

Mr. Murer. Yes, you gave me the production. Now I am wonder- 
ing about the sales. 

Mr. Witmor. The sales have not gone up, unfortunately. You are 
quite familiar, I am sure, with the rather skittish situation which 
has existed here in the general economy of late. 

Mr. Murer. We always are told in these various committee hear- 
ings that if demand exceeds the supply the price must go up. If 
supply exceeds the demand the price should go down. Obviously to- 
day demand is under supply. Why isn’t the price going down? 

Mr. Witmor. You are on one of my favorite topics at this point, 
Mr. Multer. The price of aluminum did not go up at a time when it 
might well have done so in relation to the sky-rocketing prices of 
many other materials. Just to satisfy a little curiosity, I asked one 
of our statisticians to determine where the price of aluminum would 
have gone had it followed the trend of the other metals, and the price 
of aluminum today, instead of being 26 by that yardstick, would be 
52, and if you were to trace that with copper it would have gone up 
at the peak to something like 68, so if we, to get on another committee 
hearing, were to be accused of administered prices, I think we would 
admit it and feel quite proud of the record that we had established. 

Mr. Muvrer. I would prefer—instead of using the term “admin- 
istered prices,” I would prefer to say that your economists and the 
actual operation of your company and the other companies in the same 
field have very clearly demonstrated that they can repeal the law of 
supply and demand. 

Mr. Wiimor. Let’s say that all we are trying to do is to make 
aluminum available at the lowest feasible price so that the share- 


‘ holders obtain a reasonable return on their investment and still make 


the price attractive enough that we can expand these markets and 
absorb the great increase in capacity which is now being brought into 
being. 

Mr. Mutter. Obviously you are firmly convinced that with supply 
being in excess of demand, you could not get a fair return by cuttin 
your price so as to move out your supply and create a greater demand. 

Mr. Wi-mor. I do not believe that you would accelerate the demand. 

Mr. Mouurer. You do not think a cut in price would accelerate the 
demand ? 

Mr. Witmor. As I said here a little while ago, the price of aluminum 
in relation to competitive materials is at such a point that it is ad- 
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vantageous at its present level for the buyer to use aluminum. Noth- 
‘ ained by a bargain sale, which is not justified by our costs. 

r. Muurer. What do you estimate the selling price should be of 
that aluminum house you referred to out here in Arlington, Va.? 

Mr. Wiimor. Between you and me I hate to ask what the price of 
that house is. I suspect that the people who would like to live in that 
house cannot afford it and the people who could afford it might want 
a different design; I do not know. I suspect that it is a lot higher 
than I would want to pay for it. 

Mr. Mouxrer. Then you have already answered the next question: 
By cutting price it will not increase the demand for that kind of a 
house, it will not put it in competition with the houses being built 
today. 

Mr. Wiimor. I hope the prospective buyer will not attribute the 
price of that house to the use of aluminum. ‘There are other things 
which enter into the costs of a house than the price of some of the | 
materials. 

Mr. Mourer. Then we can tell the masons and the—— 

Mr. Wiimor. I have no idea what price tag they put on it. AsI 
said before, I would probably feel more comfortable if I do not learn. 
But if someone says to you that you cannot afford to use aluminum in 
a house, I hope you will disabuse him of that belief, because we firmly 
believe that there are many applications of aluminum for housing 
that are well justified. 

Mr. Mouurer. But you are not prepared to try to justify it in the 
building of an entire new home? 

Mr. Witmor. We have gone overboard on this, of course, and there | 
are some uses in there that the average individual would not think of. | 
It is a promotional idea and you take out those items that will not | 
stand up when you subject them to a close economic scrutiny. 

Mr. Muurer. But for some time to come we will have to satisfy our- 
selves by living either in a frame house or a brick house. Thank you, | 
Mr. Chairman. 

Mr. Yates. Mr. Riehlman. } 

Mr. Rreniman. I have no questions. | 

Mr. Yares. Mr. Dalmas. ' 

Mr. Datmas. No questions. f 
Mr. Yates. Mr. Maness? 
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Mr. Maness. No questions. 

Mr. Yares. Thank you, Mr. Wilmot, Mr. Hickman, and staff. 

Mr. Witmor. Thank you, gentlemen. 

Mr. Yates. Mr. Rhoades. 

Mr. Rhoades, the committee is pleased to have you appearing before 
it again. We remember very well your excellent testimony the last 
time you appeared before our committee and we look with anticipa- 
tion to your present statement. 
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TESTIMONY OF D. A. RHOADES, VICE PRESIDENT AND GENERAL © 
MANAGER, KAISER ALUMINUM & CHEMICAL CORP., ACCOM- | 
PANIED BY CHAD F. CALHOUN, VICE PRESIDENT 


‘ é ° i 
Mr. Ruoapes. My name is D. A. Rhoades. I am vice president and | 
general manager of Kaiser Aluminum & Chemical Corp., a major | 
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integrated producer of primary aluminum and fabricated aluminum 

Stacks since 1946. Kaiser Aluminum has its general offices in Oak- 
ind, Calif., and presently has approximately 21,000 employees, 23,- 
000 stockholders, and 24 manufacturing plants located throughout 
the country. 

In the letter of October 26 from the committee chairman to Mr. 
Edgar F. Kaiser, president of Kaiser Industries Corp., it was re- 
quested that information be submitted to the committee on two mat- 
ters: the future of the aluminum industry and the position of small 
business in that future. In the short period of time since receipt of 
that letter, we have gathered information on these two matters which 
will provide the committee with a complete and accurate statement. 

Before presenting this information, which consists for the most 
part of ate detail, 1 would like to take a few moments to express 
our broad, general views as to the long-term future of the aluminum 
industry and the role of small business in that future. These views 
constitute what may be termed “our management approach to the 
long-range planning that is essential to the growth of our company 
and the industry.” They also have a substantial influence on the 
day-to-day decisions which combine to form our overall company 
policy. 

In our estimation, the future of the aluminum industry over the 
next several years will parallel its rapid expansion in the 11 years 
since World War II, but on a vastly larger scale. Aluminum is a 
relatively new and almost universally useful basic metal which, in a 
very few years, has already overtaken many metals which have been 
used for literally hundreds and thousands of years. Because of its 
wide applications, both real and potential, we believe that aluminum 
is on the threshold of its greatest era of growth. 

In preparation for this growth, we at Kaiser Aluminum are at 
this moment pushing toward completion our largest expansion to 
date, a $400-million program affecting every phase of our produc- 
tion—from raw materials to fabricated products. 

Furthermore, we are expanding our productive capacity in a period 
during which many business observers, looking at a surplus of metal 
over and above today’s immediate requirements, ask the question, Why 
are we stillexpanding? Weare expanding because we have confidence 
in aluminum’s growth. 

To translate that confidence into figures, may I present some brief 
estimates of our company’s market research department on the growth 
of the Nation’s aluminum market over the next few years. 

The total consumption of aluminum in the United States for 1957, 
the current year, is estimated at slightly under 4 billion pounds. By 
1965, we estimate that this figure will more than double—that the 
total consumption will be 8.4 billion pounds. 

Of this 8.4 billion figure, our market researchers predict that the 
largest single users of aluminum in 1965 will be the building indus- 
try, 1.6 billion pounds; the electrical industry, 1.4 billion; and the 
transportation industry, 1.3 billion pounds. Included in the trans- 
portation category is the automotive industry, which is currently 
using about 45 pounds of aluminum in each passenger car. By 1965, 
we conservatively estimate this usage to increase to something in the 
neighborhood of 95 pounds. 
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We also foresee tremendous growth in the applications of aluminum 
in the field of consumer durable goods, presently taking about a half- 
billion pounds, and in the container and packaging industry. Led 
by significant new developments in aluminum cans, the container and 
packaging market is expected to more than double by 1965. 

Obviously, aluminum’s bright future is one that can and will be 
shared by producers, distributors, fabricators—everyone in the indus- 
try. And its beneficial effects on small business will, we believe, be 
particularly apparent. For the history of our industry indicates that 
any broad expansion in the applications of aluminum, coupled with 
an abundant supply of metal, provide an infinite number of oppor- 
tunities for the small fabricator to produce new and useful products. 

Our conviction that the small fabricator will have a large stake 
in the future is also based on the increasing emphasis within the 
industry on improving and expanding services to the small fabricator. 
Our company, and I am sure we are not alone in this, provides a 
number of services which J shall discuss in some detail later on. Let 
me merely point out here that these services are assisting the small 
fabricator in obtaining adequate and dependable supplies of metal, 
in increasing his productive efficiency, reducing his production costs, 
and in creating a broader market for his products. 

Regardless of temporary fluctuations in the general business climate, 
then, we believe that over the next several years the aluminum in- 
dustry will undergo its greatest period of growth and that small 
business will play an increasingly important role in that growth. 

Now, then, let us turn to the detailed information which has been 
gathered in response to the committee’s request. First, a word about 
present productive capacities. 

As of June 30, 1957, according to accepted trade sources, the pri- 
mary aluminum capacity of the United States was 1,775,000 tons. 
Upon completion of announced expansion plans, capacity will be 
2,575,000 tons, divided among 6 producers. 

Our own company, as of June 30, had a capacity of 434,500 tons 
of primary metal, represented by 3 reduction plants, including the 
Nation’s largest aluminum smelter at Chalmette, La. We recently 
have added 27,500 tons of capacity at Chalmette, and are bringing 
in an additional 145,000 tons at our new reduction plant at Ravens- 
wood, W. Va. These 2 additions constitute an expansion of about 
40 percent of existing capacity. 

On the demand side of the picture, most industry observers predict 
an increase in demand from the present figure of slightly less than 
2 million tons to a figure of approximately 3 million tons in 1960. 

It is also generally predicted, again looking ahead through 1960, 
that the supply of aluminum will be equal to, or at times exceed the 
demand. In other words, a condition of availability is likely to 
continue for the next 3 years. 

It is interesting to compare this situation with the conditions which 
prevailed at the time of my last appearance before this committee. 
At that time the spectacular growth in aluminum usage had caused 
demand to outstrip supply and the industry did not have enough 
aluminum to go around. Since then, the vast expansion programs 
of old and new producers have greatly increased capacity and removed 
the threat of a short-supply check on the growth of the industry. 
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I would like to be a bit more specific about the role of small business 
in the aluminum industry. This is a question which concerned us long 
before Mr. Kaiser received your chairman’s letter, for the very prac- 
tical reason that the health of smail business is our bread and butter. 

To illustrate this point, allow me to quote a few of our recent sales 
figures. 

= irst, however, I should point out that ordinarily there is no business 
reason for maintaining centralized, up-to-date records on the size 
of our customers. We did not have readily available the identification 
of all our many thousands of customers as small or big business. 

We do, however, have available for our internal use information on 
major accounts, which we define as accounts purchasing more than 
1,500,000 pounds of metal annually. I believe we can assume that the 
great majority of our customers buying less than this amount of metal 
are small business. 

Accounts of less than the above amount represent 97.1 percent of 
our commer cial business by number of accounts and 42.9 percent of our 
busiliess by Weigh of metal. Of the remaining nye | perceint by weig) ht, 
some 8.4 percent is sold through distributors. Most buyers from dis- 
tributors are small businesses who by the nature of their operations do 
not buy the quantities required for mill purchases. 

This leaves 48.7 percent by weight sold through major accounts. 
We examined our records on each of these customers and concluded 
that over one-third of them, representing 12.8 percent of our com- 
mercial metal sales, had less than 500 employees and thus could be 
defined as small business. We conc luded, therefore, that only 35.9 
percent of our sales by weight could be attributed to businesses with 
over 500 employees. 

These figures indicate quite clearly that if we were to concentrate 
our sales efforts solely on our so-called big customers, we would lose 
a very substantial portion of our business. 

We believe the aluminum industry offers considerable opportunity 
to small business because of the low investment required and the quic 
results obtained by initiative and hard work. To be sure, some areas 
within the industry, such as large-scale reduction operations, are 
necessarily foreclosed to small business. But there are several broad 
fields in which a modest investment in plant, equipment, and labor 

van lead to the establishment of a successful small business. 

Our company’s experience in the sale of sheet provides a significant 
example. About 50 percent of our sales of sheet products are repre- 
sented by about 5 percent of our sheet accounts. The remaining 95 
percent of our accounts consist of several thousand smaller users of 
sheet. Last year, about 70 percent of our orders were for 5,000 
pounds or less and 37 percent were for 2,000 pounds or less. 

From our knowledge of the business, we feel there is a good cor- 
relation between the amount of purchases and by a buyer and the size 
of his business; hence, it is apparent that small business has been able 
to maintain a strong position in the business of fabricating or other- 
wise utilizing our sheet production. 

An illustration of the many opportunities open to small business in 
the further fabrication of sheet is provided by the manufacture of 
residential and commercial awnings. It is estimated in the trade that 
about 150 manufacturers participate in this field, with an annual usage 
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of from 35 million to 40 million pounds of sheet. The great majority 
of these manufacturers may be classified as small business—a typical 
manufacturers has only 10 employees and, aside from the building, 
the investment required to enter the business is estimated at about 
$30,000. 

In addition to these present and potential customers of sheet pro- 
ducers, either by direct mill purchases or from distributors, there are 
an estimated 350 additional businesses, most of whom are small in 
size, buying parts from aluminum fabricators and assembling awnings. 

We do not manufacture awnings, but have vigorously competed 
for a share of the aluminum consumed in the awning market, whether 
through direct sales, distributor sales, or sales to parts fabricators. 
The success of small business in this field has been reflected in our own 
sales. 

In reviewing the figures developed by our company in response to 
the request of the chairman, my initial reaction was that while it was 
apparent that small business now played an important part in the 
industry, there was another important question to answer: What, spe- 
cifically, is Kaiser Aluminum doing to help its small-business cus- 
tomers increase their participation within the industry? I am sure 
you will be interested in a brief summary of what we are doing in 
that respect: 

1. We noted, for example, that small business has at times been 
deterred from participating in the industry because of the fear of 
recurring shortages of metal. We have done our best to protect our 
customers against this problem. First, we have greatly expanded 
our productive capacity, as previously explained. Second, we have 
adopted a policy of offering long-term supply contracts to those who 
wish to enter into such arrangements. Third, we have protected our 
historical customers by continuing to supply metal in times of short- 
ave and not merely accepting orders in times of ample supply. 

2. Small business usually does not have the staff for national adver- 
tising. On our nationwide television program we currently allocate 
time between promotion of products made by our customers and our 
own products at a 5-to-2 ratio. In our program this fall, for example, 
we have devoted considerable commercial time to products manufac- 
tured by small business, such as storm windows and doors, mobile 
homes, kitchen utensils, and foil packaging. To complement televi- 
sion, we provide promotional literature or sales aids free of charge 
to our customers. These are distributed within their sales organ- 
izations to provide a coordinated tie-in with our television commercial. 

3. Small business usually cannot support extensive industrial engi- 
neering services. Our field engineering staff renders valuable day-to- 
diy service to small fabricators. Our engineers, located throughout 
the Nation, assist fabricators in solving production problems by giv- 
ing, without charge, advice concerning proper alloys and tempers, 
drawing and forming methods, tooling design and lubricants, welding 
methods, and tinishing techniques. As another form of assistance to 
small business, we have published a series of technical books which 
we make available without charge to our customers. Samples of these 
have been brought to the hearing and are available for your exami- 
nation. 

4. Small business does not usually employ an industrial designer. 
We maintain an industrial design staff to consult with our customers 


ee ee 


A 
Sh Ce NE HRN TT ITI LL IE LN a te a Ee cI : 











Ane RE SO ROTM ERI 


ALUMINUM INDUSTRY 71 


and potential users of aluminum. We encourage the entire industrial 
design field to call upon us for assistance and consultation on any 
matter pertaining to design where aluminum is a vital factor. We 
work with aluminum manufacturers or fabricators, those who desire 
to make an aluminum product or those who have a special application 
of aluminum. 

5. Small business usually does not maintain an extensive research 
and development program. Our research staff assists small manufac- 
turers to expand their business by developing new products and proc- 
esses for direct manufacturing use and ts Sarcheutan new alloys to 
improve the quality of consumer products. We also provide data con- 
cerning aluminum and aluminum products which the small manufac- 
turer could not obtain without considerable expense. 

The committee may be interested in a few examples of our research 
activities. Many small manufacturers produce consumer products 
which depend on anodizing or other surface finishing, or they may 
subcontract for the application of surface finishes on products of 
larger manufacturers. We are actively engaged in the development of 
alloys and processes for anodizing and other surface finishes, which 
will result in a substantial market expansion for aluminum products 
ordinarily manufactured by small businesses. 

Again, many small businesses manufacture products involving the 
joining of metal parts or they perform welding or other joming 
operations on a subcontract basis. We are actively engaged in the 
development of processes for improved weld quality at lower cost and 
for improved soldering techniques. These processes frequently result 
in a major increase in aluminum markets. 

6. Small business cannot by itself make the major effort necessary 
to develop new uses for aluminum. We have spent years devoting 
sales, research, and engineering efforts to further the use of aluminum 
in fields such as the automotive, boat, architectural, and marine indus- 
tries. We do this for the selfish reason that we thereby sell more 
aluminum—but a great part of these sales are not directly to the using 
industries but to our small-business customers who do the fabrication 
and, in turn, make the sales. 

In view of the committee’s interest in the automotive industry, I 
would like to illustrate the above points by taking a look at our 
efforts in the automotive field. 

A recent survey by Kaiser Aluminum shows that the average car 
in 1958 will use 44.9 pounds of aluminum, as contrasted to 39.6 pounds 
in 1957. It is variously estimated that long-range potential usage will 
be somewhere between 300-400 pounds per car. if we multiply this 
by a production of from 6 to 8 million automobiles annually, you will 
realize why this industry has always commanded our attention. 

The above figures of potential usage include up to about 40 pounds 
m the engine block, which probably could be cast only in an operation 
involving a large investment, and a portion of the remaining figure 
would be manufactured through large-scale casting or sheet-stamping 
operations not readily available to a small operator. Other than suc 
manufacturing processes, we believe that aluminum parts for auto- 
mobiles could be manufactured or assembled by small business, so 
that a major aluminum market is being opened for their benefit. 

To help the aluminum industry sell more metal to the automotive 
industry, our manager of automotive sales and his staff have been in 
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constant contact with the industry, exploring uses for aluminum and 
promoting the use of aluminum in automotive design. We have main- 
tained a general promotional effort throughout the industry’s various 
styling and engineering divisions to place before them information 
on the availabilities, properties, and variations of finish provided by 
the products of our company and its customers. We have given 
engineering assistance to the automotive industry on projects involv- 
ing the use of aluminum. Our participation in the introduction of 
the die-cast engine block and integral cast wheel-hub and drum are 
outstanding examples of our efforts. 

As an illustration of our promotional activities, we have placed on 
your desk copies of our brochure, Imagination in Aluminum, recently 
prepared for the automobile show in Detroit. Material such as this 
may not be of immediate benefit, but we feel that over the long run 
it will help to expand the use of aluminum, which will be in the interest 
of both our company and its customers. 

To help our customers sell in the automotive industry, we keep in 
close contact with the fabricated parts purchasing departments of the 
various automotive companies. e thus acquire considerable infor- 
mation respecting sales opportunities. This information is forwarded 
to our local sales offices which, in turn, notify customers or potential 
customers of market openings. We thereby provide a valuable service 
to our customers and at the same time try to assure our proper partici- 

ation through such customers in the total metal requirements of the 
industry. 

We also help customers and potential customers by submitting de- 
signs to them for quotation of prices to the automobile manufacturers ; 
by recommending alloys, design changes, and tooling for parts manu- 
facture, and by providing technical assistance with respect to fabri- 
cating and finishing processes. 

In conclusion, may I reiterate our firm conviction that aluminum 
consumption will remain high and even exceed its growth pattern of 
the past few years. This conviction is based upon aluminum’s unique 
characteristics, the technical advantages in its production, and the 
economic savings to be derived from its use. 

We also believe that small business presently plays a vital role in 
the progress of the aluminum industry. Furthermore, there is every 
reason to believe that its participation will increase with the expansion 
of the industry. Certainly the efforts of Kaiser Aluminum are di- 
rected t@that purpose. 

Mr. Yates. That is a fine statement, Mr. Rhoades, and we are grate- 
ful to you for giving the committee the benefit of your thinking. 

I respect your statements about the small-business man, but I must 
confess that I am not quite as optimistic as you are. Do you not see 
the small-business man in the aluminum industry getting a smaller and 
smaller share of the market? Are not the large nonintegrated users 
receiving a greater share from the primary producers ? 

Mr. Ruoanes. I do not think so. I have no specific figures with 
respect to the increase in the number of firms that could be considered 
as small business, but certainly our sales of aluminum in pig, ingot, 
and billet over the past few years have increased tremendously. 

I have got some figures here that I had racked up after attending 
the meeting this morning, and starting with the year 1954 our sales of 
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pig, ingot, and billet to the nonintegrated producer was 136 million 
pounds. 

In 1955 it was 262 million pounds. 

In 1956 it was 324 million pounds. 

And the first 9 months of this year it is 220 million pounds. 

Mr. Yates. I do not suppose your figures would indicate a break- 
down on the same basis as you made in your direct statement, namely 
on the basis of sales to those who use, I think it was 1,500,000 pounds 
annually ? 

Mr. Ruoapes. No. ; 

Mr. Yares. So that for the purposes of your figures the noninte- 
grated user might be a company as large as Bohn Aluminum or Ford 
or one of the others ? 

Mr. Ruoaves. That is correct. 

Mr. Yates. Do you sell to General Motors, Ford, or Chrysler? 

Mr. Ruoapes. Yes, we sell General Motors, pig, and I am not sure 
whether we sell Ford or Chrysler any, but we have a contract with 
General Motors. 

Mr. Yates. For purposes of the figures you have just given the 
committee, a nonintegrated user would include such companies as 
General Motors ? 

Mr. Ruoapes. That is correct. 

Mr. Yares. Incidentally, I looked through your very fine brochure 
here and congratulate you upon these spaceship-design concepts. 
They are very dramatic and very pleasing. 

Mr. Ruoapes. Thank you, very much. 

Mr. Yates. Mr. Multer suggests that a full-size sample would be 
more pleasing, and I am sure that you would agree with this point, too. 

Your company recently undertook to amend your basic contracts 
with the Government. Were the reasons that impelled this decision 
on your part primarily the same as were testified to by Mr. Hickman 
for Alcoa ? 

Mr. Ruoapes. Yes. 

Mr. Yates. Do you have same feeling that he expressed about the 
use of scrap in the computation of the liability to the Government? 

Mr. Ruoapes. I think I do. They are both sources of additional 
aluminum, where it is purchased in the form of pig or you purchase 
it in the form of scrap. However, as was pointed out, insofar as 
scrap is concerned, that was the situation that existed at the time 
the contracts were made. 

Mr. Yates. This was true with respect to your imports, too, though, 
was it not? 

_ Mr. Ruoapes. I am not quite clear on that, whether we were actually 
importing as much as we subsequently did, but I am sure that had the 
question of purchases from outside the country been brought up at the 
time, that the Government would then have been heartily in favor 
of purchasing outside of the country, because at that particular time 
there was a tremendous shortage of aluminum, and they would have 
pinned a medal on us if they had been asked to evaluate our actions 


- at that time. 


Later, we were reprimanded to some extent, or penalized to some 
extent as a result of having made these long-term contracts. 

Mr. Yates. Does your company sell primary metal—at less than its 
published price ¢ 
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Mr. Ruoapes. Not to my knowledge. 

Mr. Yates. Have you ever heard of such instances ? 

Mr. Ruoapes. I have heard of quoting on some export orders that 
we did not get that were slightly under the domestic price. However, 
it evidently was over the competitive price in the particular country 
that we were bidding, a very insignificant amount. We do very little 


export. 

Mr. Yares. If, as a matter of fact, such sales are taking place, would 

ou not feel that the Government is entitled to the lesser price, too? 

t me put it this way: Is not the Government entitled to the same 
treatment as your most favored customer ? 

Mr. Ruoapes. I think the Government is entitled to whatever is 
contained in the contract that we made with them with respect to this 
plant expansion. I think that their price of metal is the market price 
or the published price, and I should think that they should be entitled 
to the same price as we are selling others. 

Mr. Yates. Is there a distinction in your mind between market 
price and published price? 

Mr. Ruoapes. I listened to that this morning, and, to me, there does 
not seem to be. Market price and published price seem to be synony- 
mous, at least in my mind. Technically, there may be some difference, 
but to me it means the same thing. 

Mr. ~ ares. Has there ever been any variation that you know of 
between published price and price for which primary aluminum was 
sold ? 

Mr. Ruoapes. Not in my mind. 

Mr. Yates. You do not know of any ? 

Mr. Ruoapes. I do not know of any. 

Mr. Yates. Kaiser, too, increased its price on primary aluminum 
since our hearings 2 years ago, from 2114 cents to 26 cents, did it not? 

Mr. Ruoapes. Yes. We increased our price August 2, 1955—and, 
in reading the testimony, I understand that there was a hearing in 
September—so, if this committee had meetings extended into Septem- 
ber, the price at that time was 221% cents, but in January it was 2114 
cents. 

Mr. Yares. Perhaps that explains the discrepancy between Mr. 
McConnell’s statement and mine. 

Mr. Ruoapes. So, they are both right. Yes; we have increased our 
price. Our price today is 26 cents a pound. 

Mr. Yares. Have the prices for your fabricated and semifabricated 
forms been increased by the same percentage as the increase for pri- 
mary metal ¢ 

Mr. Rwoapes. Well, I would say, generally, yes. Now, there may 
be specific variations. Our last increase in pig was from 25 to 26 cents. 
That is exactly 5-percent increase, and other fabricated aluminum 
products probably range from 4 to 5 percent, but in the general vi- 
cinity of the 4 percent that was raed on the pig price. There are 

, lower percentage 


exceptions, 2 or 3, where you get a higher or, possib 
in ae aaa case. 
r. Yares. Are you operating at 100 percent of capacity ? 
Mr. Ruoapes. Yes; our reduction facilities are operating at 100. 
percent of capacity. 
Mr. Yates. Counsel points out to me that you asked that you be 
given the opportunity to obtain a consent from your financial institu- 











—_ 
aa sie EBL RTT Se 


' WV cr ma ws 
Qo wre ON ERT LS ee TTT. Ps 


ALUMINUM INDUSTRY 75 


tions in connection with the approval of the amendments to the basic 
contract with General Services Administration. - 

Mr. Ruoapes. Yes. 

Mr. Yates. Have those been obtained ? 

Mr. Ruoapes. Yes; we obtained those. 

Mr. Yates. Have you tried to get any company to go into a hot- 
metal contract ? 

Mr. Ruoaves. We have had discussions over the past years with 
automotive people. 

Mr. Yates. What is your view on this? Is this a new development 
for the future in the industry? I should have asked Mr. Wilmot this 
same question, as to what he contemplates, what he sees for the future. 
Is this something that will take place more and more where private 
industry, private companies will build a plant right alongside of your 
producing plant so that you can supply them with hot metal? 

Mr. Ruoapes. That is a very difficult question to answer. I think 
a situation such as that will only come about when there is a very 
large manufacturer who can take the metal in large quantities con- 
tinuously and has relatively large casting facilities. I think the 
terms of the Reynolds contract are such that they have to take it on a 
4,000-pound ladle and so much a day, quite large quantities per day. 

Mr. Yates. Do you not foresee this happening with other industries ? 

Mr. Ruoapes. It could. I think it could. It is possible it would 
happen with large diecasters or extruders who have a large require- 
ment for metal. 

Mr. Yates. Suppose we increased our defense effort; could it hap- 
pen? I suppose not. Does the aluminum industry make the cover- 
ings for missiles, just as they make wings and fuselages for airplanes? 

Mr. Ruoapes. We do not make any parts ourselves. 

Mr. Yares. If Mr. Khrushchev was right that the world is moving 
away from manned aircraft, you will have to find a new market to 
replace the airplane industry, will you not ? 

Mr. Ruoapes. I believe that there is a considerable amount of 
aluminum used in these missiles. There is quite a cloak of secrecy 
around that. We do not have access to all the information, but there 
are evidently large quantities of aluminum being used in the missile 
program. 

Mr. Yates. What about the threat of imports? Does that exist 
at the present time, do you think ¢ 

Mr. Ruoapes. There is a little metal coming into this country; I 
mean in the form of sheet and fabricated products. 

Mr. Yates. You import from Aluminium, do you not ? 

Mr. Ruoapes. Oh, yes. 

Mr. Yates. And Alcoa imports from Aluminium, too? 

Mr. Ruoapes. Yes. 

Mr. Yarrs. Does Aluminium have its own customers in this country ¢ 

Mr. Ruoapes. According to our sales department, they do. 

Mr. Yates. You have no reason to doubt your sales department ? 

Mr. RuHoaves. No doubt. 

Mr. Yates. How about your own company? Do you export 
aluminum ? 

Mr. Ruoapes. Very, very little; less than 1 percent in all forms. 
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Mr. Yates. We received word that production capacity is increasing 
in Europe and there is a group that is forming to build 4n aluminum 
plant in Africa. Are you participating in any of those ventures? 

Mr. Ruoapes. Not actively. We have talked to some of those 
groups, but not seriously as yet. We like to follow the developments 
in those areas, primarily for the availabilities of bauxite as a possible 
source. 

Mr. Yates. When you fabricate—let us take an _extrusion, for 
example—do you use molten metal or do you reheat pig?’ Or do you 
do both ? ay 

Mr. Ruoapes. We use molten metal out of the pot tocast billet. We 
do that in our reduction plants, although we have casting facilities, 
that is, billet casting facilities at our extrusion plants, so we can either 
ship in pig and remelt the pig and cast billets at the extrusion plant, 
or we can, at our reduction plant, cast billets and ship the billets into 
the extrusion plant. Wehavetwo methodsthere. _ 

Mr. Yates. Do you sell your aluminum under the same type of a 
freight pricing policy asthe othertwocompanies? 

Mr. Ruoapes. I think so. We sell aluminum on a delivered-price 
basis. In other words, our price is 26 cents a pound in New York or 
California, regardless of the freight rate that was suedlived in getting 
it to that location. 

I guess there is a slight exception in connection with the sales to the 
Government. The sales to the Government are at 26 cents a pound, 
and we deduct from that 26 cents what it would cost us to ship it to 
the particular location, including the transportation tax, and we bill 
them for that. 

Mr. Yates. You do not deduct your average freight factor ? 

Mr. Ruoapes. No, we deduct the actual freight that it would cost 
us to ship it from our plant to their warehouse, and also deduct the 
transportation tax. We send them a bill for that. They give us a 
Government bill of lading and then they pay the freight on the Gov- 
ernment bill of lading. = 

Mr. Yares. Does it cost Kaiser as much as 10 percent to pig molten 
metal, to convert molten metal into pig? 

Mr. Rwoapes. Ten percent of what? 

Mr. Yates. Of the published price. 

Mr. Ruoapes. Of the published price? No, I do not think it costs 
that much. . 

Mr. Yates. What is the maximum amount do you. think it would 
cost Kaiser to do that? 

Mr. Ruoapes. I would not like to say. I am sure it would not be 
10 percent of 25 or 26 cents. That is a relatively simple operation, 
but when you have to alloy a 

Mr. Yates. What is involved in that? What is involved in pigging 
molten metal ? 

Mr. Ruoapes. Well, you tap the potline. You go along there with 
a ladle and siphon the molten metal out of the pot into the ladle. 
That is taken down to the end of the line and you have.molds, thou- 
sand-pound pig molds, and the ladle is tipped up to pour into these 
molds, molten aluminum. The top is skimmed,off a. little bit and 
you keep on going until you empty your ladle. 

Mr. Yares. Is the chemical composition of the moltew:nrtal fixed 
before it goes in—at the time that it is ready to go into the molds? 
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Mr. Ruoapes. Normally, we produce high purity aluminum in the 
cells. We do, however, produce some copper alloys in the cells, but 
normally where you would have a copper or a silicon alloy, the molten 
metal would be taken to a holding furnace and you do your alloying 
in the holding furnace. 

Mr. Mutter. Will you yield at that point? 

Mr. Yares. Yes. 

Mr. Moutrer. After the molten metal is poured into the molds, it is 
then allowed to chill and harden naturally ? 

Mr. Ruoapes. That is right. 

Mr. Mutrer. There is nothing added to the process but the circula- 
tion of the air? 

Mr. Ruoapes. That is right. 

Mr. Mutter. Is it allowed to stand until it is chilled and hardened ? 

Mr. Ruoapes. That is correct. 

Mr. Mutter. Thank you, Mr. Chairman. 

Mr. Yates. I think that is all I have, Mr. Multer. 

Mr. Mutter. Tell me, who publishes the price for the primary 
aluminum ¢ 

Mr. Ruoapes. We publish our price. 

Mr. Mutter. And Alcoa publishes theirs ? 

Mr. Ruoapes. I presume so. 

Mr. Mutter. And Reynolds does the same ? 

Mr. Ruoapes. Yes. 

Mr. Mutter. And then they all find their way into the trade pub- 
lications and the trade publications then broadcast it to the trade? 

Mr. Ruoapes. Well, we publish our prices and mail it to our cus- 
tomers or newspapers or anyone else. It is a matter of public 
information. 

Mr. Muurer.I think you are very proud of the efficiency of your 
operation. 

Mr. Ruwoapes. Yes, sir. 

Mr. Mutter. I notice that you have three plants in operation now 
that are primary producers or are producers of primary aluminum. 

Mr. Ruoapes. Yes. 

Mr. Mutter. At each of 2, you produce more primary aluminum 
than is produced in any of the 7 plants now in production by Alcoa 
and more than any of the plants that are now in production—there 
are 6 of them—in production by Reynolds. 

Is it a fair assumption that the greater quantity that you can pro- 
duce in a single plant is a less costly operation? In other words, let 
me make myself clear. 

Mr. Yarrs. You are clear. 

Mr. Muurer. You at one plant produce 220,000 short tons. Alcoa 
produces in one plant 108,000 short tons. Reynolds produces in one 
plant 109,000 short tons. Would you say that your production of 
220,000 in your plant is a more efficient and more economical 
operation ? 

Mr. Ruoapes. I think on the lower side, that is the smaller plants, 
where you require relatively a higher overhead—you have to have 
your various departments and they have to be charged off against 
lower production—the costs in those plants are generally higher. 
And I am speaking for our own plants, because we have a plant at 
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Tacoma with a capacity of about 72 million pounds, and we have the 
Chalmette plant where it is well over 400 million pounds. But after 
you get to a certain size, there is very little efficiency that can be 
accomplished by having a larger plant. The size of these plants to a 
large extent is controlled by the availability of power in the particular 
area. 

Mr. Mouurer. Is the labor wage scale the same throughout the 
country in all of the plants at each of the three companies, Alcoa, 
Reynolds, and your own? 

Mr. Ruoapes. I cannot speak for them, but we do have some varia- 
tion within our own plants for the same operations, because we do 
not have similar unions, and there may be a slight variation in the 
labor scale. 

Mr. Motrer. Does raw material cost you approximately the same, 
the three companies? 

Mr. Ruoaves. I do not know what you mean by “raw material.” 
Power varies considerably from one area to another. Power costs in 
the Northwest are rather low, but when you take into consideration 
the location of the market and add your freight to it, your final cost 
to the ultimate consumer is higher. 

Mr. Muurer. What about the cost of the bauxite? 

Mr. Ruoapes. Well, we have our own bauxite mines in Jamaica 
and also purchase some bauxite. Our bauxite is converted to alumina 
at Baton Rouge, La., we have only the one plant at the present time, 
although we are just completing an additional alumina plant at 
Gramercy, some 30 miles south of Baton Rouge, so all of our alumina 
comes from a single plant. 

However, the freight rate from that plant to the reduction plants 
varies considerably, depending upon the proximity of our reduction 
facility to our alumina plant. 

Mr. Mourer. Is there any great variance in the cost of the alumina 
to each of the three companies ! 

Mr. Ruoapes. The what? 

Mr. Muurer. Any differential in the cost of the alumina to each 
of the three companies ¢ 

Mr. Ruoapes. You are just asking me for an opinion now? 

Mr. Murer. Yes. 

Mr. Ruoapes. I do not think there is a great deal of difference in 
costs. I remember some years ago some information was given to the 
Government with respect to alumina costs, and at that time I think 
Reynolds Metals had the lowest alumina costs, and I think that could 
be attributable to the fact that they were using at the Hurricane Creek 
alumina plant large quantities of domestic ore. In other words, they 
had no freight involved so, at that particular time, as I recall it, Rey- 
nolds had a slightly better cost than either Alcoa or ourselves. 

Mr. Mutter. Is Reynolds’ labor cost approximately the same as 
Kaiser’s ? 

Mr. Ruoapes. I should say it would be for plants in similar loca- 
tions. Where we have plants in the South, as they do, I think labor 
costs are about the same. 

Mr. Mutter. I noticed that for 1956 your total production of pri- 
mary aluminum is approximately 434,000 short tons. 

r. Ruoapes. That is right. 
Mr. Murer. Were you able tosell all you produced # 
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Mr. Ruoapes. Yes. 

Mr. Murer. Does that include what you sold to the Government? 

Mr. Ruoapes. Yes. 

Mr. Mutrer. Did you sell the Government in 1957 any more than 
you sold them in 1956 or in 1955 ? 

Mr. Ruoaprs. I do not have the exact figures on that, but I think we 
sold them more in 1957 than we did in 1956. I know that we put more 
in 1957, but the Government took metal from us in 1956. I think the 
supply to the Government was greater in 1957. 

r. Moxter. Is it fair to say that if we exclude the purchase by the 
er States Government, the demand by your customers fell off in 
1957 $ 

Mr. Ruoapes. As compared to 1956 ? 

Mr. Muurer. Yes 

Mr. Ruoapss. I should say “Yes.” 

Mr. Mutrer. I would like to have some explanation, if there is any, 
as to why the published price of Alcoa and Reynolds and Kaiser is 
26 cents, exactly the same per pound for the 3 companies. 

Mr. Ruoapes. I can only speak for Kaiser Aluminum, and our 
price is 26 cents because, as a result of our increased costs on the 
previous raise in price, we felt we were entitled to increase the price 
of primary aluminum a cent a pound, that is, increased labor costs, 
transportation costs, materials costs, and so forth. 

Mr. Muurer. Will you give us—and you do not have to do it now, 
but supply it to the committee—the cost of your labor in 1955 and 
in 1957, per pound and per hour, wage rates per hour and your labor 
costs per pound # 

(This material appears in the appendix, pp. 436-437.) 

Mr. Ruoapes. I do not like to disclose to my competitors what my 
cost of labor per pound of aluminum is. I will be very happy to give 
you the change in the rate per hour, what we pay for ibon if that 
would be satisfactory. This is a very competitive business. 

Mr. Muvrer. That is just what I am driving at. It is a very com- 
petitive business, and the price to your customer is precisely the same 
as it is to Alcoa’s customer and precisely the same as it is to Rey- 
nolds’ customer. Where is the competition? Is it profitwise for the 
three companies ? 

Mr. Ruoapes. Pardon? 

Mr. Mutter. Profitwise for the three companies, because there is 
no competition pricewise among your customers. 

Mr. Ruoapes. I think cigarettes sell for about the same price, do 
they not? You say there is no competition to sell cigarettes? There 
is competition to sell at equal prices. 

Mr. Moutrer. Assuming what you say is so, it does not answer the 
question. 

Mr. Ruoapes. We publish the price of 26 cents because we felt 
that that is what we were entitled to get for aluminum pig. What 
Reynolds does, what Alcoa does, is their business. 

Mr. Mutter. But do you not think it is the public’s business, too, 
to inquire, and to have their representatives inquire, why, in a com- 
petitive business, the price is exactly the same? Now, the same thing 
may apply in the cigarette industry, but then some committee ought 
to start asking questions about the cigarette industry. But we are 
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now concerned with your industry, and I want to be perfectly fair 
to you, as I have seed to be fair to all the other representatives of the 
companies who come here. 

I do not want to put you on a spot, and I do not want to put you 
in a bad light, but I think the public is entitled to some explanation. 
Here is a highly competitive business. We are not going to ask you 
to disclose to your competitors what your trade secrets are, or even 

our secret costs. But there should be some variance in this price. 
Tere we have a market where the supply exceeds the demand, and 
yet the price is precisely the same among the competitors who are 
supplying the product. I think we are entitled to know why. 

Mr. Ruoapes. Well, if our price were 27 cents, I am sure that we 
would not sell any aluminum. 

Mr. Mutter. But you would sell more if it was 25 cents. 

Mr. Ruoapes. That is a matter of opinion. 

Mr. Mutrer. Do you not think you would ? 

Mr. Ruoapes. I am sure that, if our price were 25 or 24, we would 
all have the same price over a period of time. 

Mr. Mutter. You mean Alcoa would cut their price to meet yours 
and Reynolds would cut their price? 

Mr. Ruoapes. I would get all the business. 

Mr. Mutrer. You would get all the business until they cut their 
price? 

Mr. Ruoapes. That is right. 

Mr. Mutrer. Would not that be good business ? 

Mr. Ruoapes. We have to make a profit, you know. 

Mr. Motrer. Of course, you must. If you do not make a profit, 
you close up, and the banks would lose the money they lent to you 
and your stockholders would lose the money they have invested, and 
nobody wants to see that happen. 

Mr. Ruoapes. We are making less profit this year, when the price 
is 26 cents, than we made last year, hie the price was 25 cents. 

Mr. Yates. Is this overall, or on primary production alone? 

Mr. Ruoapes. This is on an overall basis. 

Mr. Yares. Is this true on your sales of primary ? 

Mr. Ruoapes. Pardon ¢ 

Mr. Yates. Is this true on your sales of primary ? 

Mr. Ruoapes. I could not state definitely whether that is the case. 
I know that we have had some increases in our gas contracts at 
Chalmette, which have to do with the costs of producing power. 

Mr. Moutrer. When your production is increased to approximately 
609,000 short tons per year, as you anticipate it will be when your 
present plants in course of construction are completed, will your 
price be the same ? 

Mr. Ruoapes. I do not know. 

Mr. Motrer. Will your costs of production be the same? 

Mr. Ruoapes. I doubt it. Whether they will be a little higher or 
a little lower, I do not know. 

Mr. Mutrer. Would you care to comment on the observation I 
made to Mr. Wilmot a few moments ago that your industry seems 
to have succeeded in repealing the law of supply and demand? 

Mr. Ruoapes. I think that at least Kaiser Aluminum in the alumi- 
num industry is trying to have a price for aluminum whereby we 
can make a profit, we can expand our business, and we can enlarge 
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the aluminum industry, and we are not in this business to take ad- 
vantage necessarily of supply and demand. A year and a half ago 
we could have gotten 35 cents a pound for all the aluminum we 
wanted to sell, but we did not do it. We sold it at 25 or 24 cents a 
pound, because that is at least our theory that we should produce and 
sell, produce ‘at'’a profit and sell at a reasonable price, and enlarge 
this market. 

Mr. Mourer.’ What I cannot understand, and no one has apparently 
been able to exptain to us, is why Alcoa, that produces almost 800,000 
short tons in the year 1957, must charge 26 cents and why you and 
Reynolds, producing approximately the same quantity, under 500,000 
short tons a year, also must charge that same price. It just strikes 
me as being not right. 

Now, if you are charging what you need to make a profit, then 
maybe they are charging too much or vice versa. I am for the profit 
motive and’ the free-enterprise system, but it strikes me that there 
is something wrong here, that the price is always the same. You 
could have charged 35 cents a year ago and the trade probably would 
have paid it. The other companies could have done it, too, but 
you did not, and I think you did not because Alcoa and Reynolds 
were charging the same price. 

The demand: is now way under the supply. I am excluding the 
Government as one of your customers. The price remains the 
same. 

Mr. Ruoapes. Costs remain the same, too, and if demand goes 
down, the cost goes up. 

Mr. Mutrer. Boes the profit remain the same? 

Mr. Ruoaves. No; we have idle facilities that are an expense to our 
business; our unit ¢osts are bound to go up. 

Mr. Muurer. In -most businesses when that happens, you do not 
let your inventory pile up. You do not close your plant. You try 
to cut the price and increase the demand for your product. You are 
waiting for the demand to catch up with the supply. When I say 
“you,” I mean the industry. I am not picking on you individually ; 
but you and Reynolds and Alcoa are doing the same thing. 

Mr. Ruoapes: We are not waiting for it to catch up. We are doing 
something about making it catch up. 

Mr. Muurer: I am very pleased with what you are doing, what I 
have seen you do, and from your brochures and books and pamphlets, 
to increase the demands of industry. You are increasing the supply, 
but also seek -to increase the demand. Alcoa is doing it along an- 
other line. As of today all of you are letting your inventories pile 
up instead of cutting your price and moving your product out. That 
runs counter to everything we have been told by all the economists as 
to how the law of supply and demand operates. Someday maybe we 
will get the answer, Mr. Chairman. 

Thank you, Mr. Rhoades. 

Mr. Yates. I havea question here. 

In this morning’s testimony Mr. McConnell of Reynolds stated— 


for many years the industry has followed the practice of selling primary alu- 
minum as three different products, pig, ingot, billet. 


Then he said: 


Each of these commodities is sold at different prices. The contracts to Gen- 
eral Motors and Ford established a fourth primary aluminum product. 
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Do you agree with that statement : 

Is molten metal a fourth primary aluminum product? 

Mr. Rwoapes. Yes; I guess you would have to say it is a primary 
aluminum product, as a stage between the pot and being solidified 
in the mold. It is between the actual reduction pot and being cast into 
a mold and chilled. : 

Mr. Motrer. If we are to consider the molten metal as the fourth 
product, why don’t we go back one step further in the process and 
say alumina is a fifth product? 

r. Roapes. Or bauxite. 

Mr. Mutrer. The bauxite would be a sixth. It is bauxite first, then 
alumina, then molten metal, then either ingot, billet or pig. Molten 
metal can go right into the sheet. 

Mr. Ruoapes. It is certainly not billet and it is not pig and it is 
not ingot and it is not alumina, so I think it must be molten metal. 

Mr. Yares. Is this considered to be a primary metal in the classical 
sense that this is known in the aluminum industry ? 

Mr. Rwoapes. Yes; I should say that it is primary metal because it 
has been produced from alumina. The secondary is produced from 
scrap. 

Mr. Yates. Does Kaiser sell this fourth primary aluminum 
product ? 

Mr. Ruoapes. No. 

Mr. Yates. You have no customers for it ? 

Mr. Ruoapes. No, sir. 

Mr. Yates. You are not trying to sell it either at the moment? 

Mr. Ruoapves. We keep thinking about it. 

Mr. Yates. I am sure that you do and I am sure that the other 
aluminum companies do too. Were you approached by any of the 
automobile companies ? 

Mr. Ruoanpes. We talked to the automobile people. 

Mr. Yates. Were you approached by them with reference to serving 
them in the same way that Reynolds serves GM and Ford? 

Mr. Ruoapes. I was not personally and to my knowledge no one 
was. Some of our salesmen may have been approached or our sales 
people may have approached them. 

Mr. Yares. Would you like contracts of that type for Kaiser ? 

Mr. Ruoapes. I have not made up my mind yet. 

Mr. Yates. I pulled this out of Time magazine. 

“Out of the blue the big breakthrough”—which is a very handsome 
ad for the B-58 Buick produced by General Motors. 

Mr. Muurer. No commercials. 

Mr. Yates. Well, on the contrary, this is a hearing that is concerned 
with commercials for automobiles and for aluminum, and I would 
think, judging by the pictures what I see in here, which is a document, 
a resplendent document, which has been furnished to this committee, 
that you have pretty well made up your mind. Isn’t this what you 
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want to do, furnish the type of material that goes into cars of the 
kind that you have drawn here ? 

Mr. Ruoapes. I thought you were specifically referring to hot metal. 

Mr. Yares. I was, but hot metal is going to produce this; isn’t it? 

Mr. Ruopes. Oh, not necessarily. There are a lot of sheet applica- 
tions there too, the grille, for instance, and extrusions. 

' wy Yan Grilles and extrusions, and hot metal will not be used: 
or this 

Mr. Ruopzs. It is my understanding that the facility that is adjacent 
to the Reynolds facilities is a casting facility, pistons and transmis- 
sions, I think. 3 

Mr. Yates, I assume that tomorrow when General Motors testifies 
before our committee, they will be able to tell us whether that is true 
or not, to let us know just what they intend to do with the hot metal ? 

Mr. Ruoaves. I have no knowledge of there being any extrusion 
operations or sheet operations. 

Mr. Yates. Have you had any discussions with any other basic 
industry with respect to furnishing hot metal ? 

Mr. Ruoapes. Basic industry ? 

Mr. Yates. Any other industry ? 

Mr. Ruoapes. Like what? 

Mr. Yares. Any other industry. 

Strike the word “basic.” 

Mr. Ruoapgs. No. 

Mr. Yates. Mr. Riehlman. 

Mr. Rreniman, Mr. Chairman, I have no questions, but I would 
like to make this observation. This being my first day and first in- 
doctrination into the aluminum industry and the committee’s activi- 
ties in this field, I have been deeply impressed by the great back- 
ground of knowledge my chairman has of this industry and also my 
colleague, Mr. Multer, and I must not let this opportunity go by to 
express my feeling toward the three industries who have been before 
our committee today, the fine manner in which they have presented 
their case, and the willingness on their part to answer the questions 
propounded to them honestly and fairly as far as I could observe. 

I think it has been a very enlightening and very helpful hearing 
and one that I have enjoyed and I appreciate having an opportunity 
to serve on the committee, and I am sure from now on, Mr. Chairman, 
with this background and enlightenment I have had I will be a more 
valuable member to the committee. 

Mr. Yates. That is a fine statement and I am sure Mr. Multer and 
I will want to accept that statement for ourselves. 

T want to express the gratitude of the commitee for the cooperative 
attitude on the part of the primary producers in making available to 
us their experience, their knowledge, and their advice as to what they 
have done and their impressions as to what the future of their indus- 
try is likely to be. 
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Mr. Mutter. Mr. Chairman, I think you are about ready to con- 
clude? , 

Mr. Yates. Mr. Multer, yes: 

Mr. Mutter. I would like, before I join in the exchange of compli- 

ments, to put one other piece of information ontherecord. . 

I probably should have asked this of the other gentlemen who have 
testified for Alcoa and Reynolds, but the question did not occur to me 
at that time. 

Carbon dioxide is a gas; am I not right? 

Mr. Ruoapes. [ am no chemist. 

Mr. Motrer. Let’s assume that I know enough about chemistry to 
say that it is. 

You liquefy carbon dioxide, add nothing to it, take nothing away, 
just liquefy it and it is a liquid. 

Take that also as a chemical fact. You then take it: and.solidify it. 
You add nothing to it, take nothing away from it, and.you have dry 
ice. 3 
It is still basically just carbon dioxide. It has.just been processed, 
and you can process it back and forth either way. You won't say that 

carbon dioxide is three different products, would you, when it is a 
gas, a liquid, or a solid ? 

You see, the point Iam making is: There you have the same product 
just as you take your alumina. After you process it, you convert it 
ito your hot metal, and then you just go one step further, and the 
hot metal becomes your ingot, your billet, or-your pig. So I say 
prog it is the same. 

I don’t see the distinction between that and the-carbon dioxide .ex- 
ample that I gave you. 

Mr. Ruoapes. It is in a different form, but it is the same product. 

Mr. Yates. Mr. Reporter, will you include this chart from the 

American Metal Market which was furnished us by: Alcoa at this 
point in the record ? oh 

(The document is as follows :) 
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[From American Metal Market, Sept. 28, 1957] 


Primary aluminum ingot capacity in United States and Canada 


{In short tons] 
























































] 
Company and plant site June 30, 1957 | Being built Total 
or planned 
Aluminum Co. of America: | | 
Alcoa, Tenn_ oc Fs cikdttician cashed epee og Oe | eee | 157, 100 
RE Oe on oot co nacmenaietewen te ncaa alert RU 4 iccwtuenel 47, 150 
Bvansville, Ind. sl aigitam ee alae 150, 000 150, 000 
Massena, N. Y__--- aniesacaeety atl PE Beg oo aantines ces 112, 250 
Point Comfort, eto ics on | 120, 000 20, 000 | 140, 000 
POSED, UUs ddinvSstieccce< - | 150, 000 vin wdindiveaieaha 150, 000 
Vancouver, Wash.........-- 7 oom OE ian ocsccc cts 97, 500 
MEENEENED, Wile a dase Scud. isbus bib. ied 5" caf i isaxc ised 108, 500 
Total. _...-.---- beta Saks Ut a es ae 792, 500 170, 000 962, 500 
———SESSSSSS=s|=—— ——————— | 
Reynolds Metals Co.: 
Arkadelphia, Ark......-.--- cosdababubomaase | C6 Wiisiccing 2 55, 000 
Jones Mills, Ark hiskale scant iain hakameia a 109, 000 Sieicnanieet 109, 000 
a”) See a ehicipnntidindenawipis oe} 77, 500 112, 500 190, 000 
Longview, Wash_......-. dakiitmeadidapdiiiitnan baal 60, 5 nahi wieaantn 60, 500 
Massena, N, Y...-...--- dss stededliacn ot bs 100, 000 100, 000 
San Patricio, Tex.......- a deamenk hd xicindaleen .| 95, 000 cadens 95, 000 
IE NEE ;? stant th aon obhodniemnscuae eae si 91, 500 anken oa ineaa 91, 500 
ii nitmsancedkapdben natnnedetnabsamedaedoe 488, 500 212, 500° 701, | 000 
Kaiser Aluminum & Chemical CMP. Pama ae Te 
Chalmette, La_.....-- sitet apilicheisien esate van 220, 000 | 27, 500 247, 500 
Mead, Wash __...----. bhi ad tien ebaaalbiees side aot 176, 000 odipieledine 176, 000 
Ravenswood, W. Va - eaibmeaiiainmtinptniisiauaiinaad ial : 145, 000 145, 000 
Tacoma, Wash... .-- JUteebbwaenawtitingheas ahve 38, 500 2, 500 41, 000 
EIEN <<: w 2 eaetass Selidiaiieenslrehl ania aidideaaeembeiiiaiianede oe 434, 500 | 175, 000 609, 500 
Anaconda Aluminum Co., Columbia Falls, Mont_---. 60, 000 | . ea ee 60, 000 
x- Harvey Aluminum Co., The Dalles, Oreg-_........---- ike . 54, 000 54, 000 
. Olin Revere Metals Corp., Clarington, Ohio_..... P ‘. 180, 000 180, 000 
t UE, MAR. die dkindcdeks ccdomiabdls 60, 000 234, 000 294, 000 
ad Dera is a kd ar ee 1, 775 500 | 791,500} 2, 867, 000 
is Aluminum Company of Canada: | ake | One ey 
F 4 Arvida, Quebec ; ena esaRiaten te = 362, 000 | i caddis 362, 000 
Beauharnois, Quebec ‘ sec tia cbasdode 5 MEE Soin dnancncadioen | 37, 000 
Isle Maligne, Quebec ee 136: O08 4.4.5... et 115, 000 
Kitimat, British Columbia. - . idleness j ical 180, 000 150, 000 330, 000 
Shawinigan Falls, Quebec. .................-- esial 68, 000 same 68, 000 
Total SL Seen Te EE TS ..| 762, 000 150, 000 912, 000 
Canadian British Aluminium, Ltd, Baie Comeau, Quebec_-__- 90, 000 90, 000 
fi Cea biel bs eidhkicehe li cach dieieacnabelaies 
é na = oe ci ccpaee bac aeeiabanl "762, 000 240, 000 1, 002, 000 
Total United States and Canada... ; ‘ a Mis q. 537, 500 Mi +081, 600 | Ee “B, 569, 000 
NoTEeE.—Data in the above table united to American Metal Market xt by the individual companies, 
f Additional capacity is blueprinted for the Kaiser Ravenswood works while Alean presently plans addi- 
b tional capacity in the Saguenay region, using power from its new Peribonka power station. No starting 
date has been determined for either expansion project. 
Mr. Yares. Thank y ou, Mr. Rhoades, for a fine statement. 
f The committee stands in recess until 10 o’clock tomorrow morning. 
(Whereupon, at 4:40 p. m., the subcommittee recessed, to recon- 
vene at 10 a.m. Tuesday, November 19, 1957.) 
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TUESDAY, NOVEMBER 19, 1957 


House or REPRESENTATIVES, 
Suscommirren No. 3 on MINERALS AND 
Raw MareriAts or THE SELECT COMMITTEE 
To Connuctr a Strupy AND INVESTIGATION 
OF THE PropLemMs oF SMALL Bustness, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
1301, New House Office Building, Hon. Sidney R. Yates (chairman of 
the subcommittee) presiding. 

Present: Representatives Yates (presiding), Multer, and Riehl- 
man. 

Also present: Bryan H. Jacques, staff director; Irving Maness, 
counsel; Bert Z. Goodwin, special assistant counsel; Katherine C. 
Blackburn, research analyst; and Victor P. Dalmas, adviser to 
minority members. 

Mr. Yates. The committee will come to order. 

We are pleased this morning to have the representatives of the three 


_ major automobile companies before the committee to make statements 
_ with respect to the use of.aluminum in the automobile ae 
Chr 


Our first witness is the chief engineer on materials for 


. sler 
Corp., Mr. M. F. Garwood. Mr. Garwood, we are pleased to have 
' your statement and we will welcome your testimony at this time. 


ees 


SRT 0 FLIRT ELLE TOE, BATES 


TESTIMONY OF M. F. GARWOOD, CHIEF ENGINEER, MATERIALS, 
CHRYSLER CORP.; ACCOMPANIED BY ARTHUR C. PRINE, JR., 
LEGAL DEPARTMENT, AND VANCE JOHNSON, PUBLIC RELATIONS 
DEPARTMENT 


Mr. Garwoop. Thank you, Congressman Yates. 

Mr. Chairman and gentlemen of the committee, my name is M. F. 
Garwood. I am chief engineer, materials, of Chrysler Corp. My 
office is at 12800 Oakland Avenue, Detroit 31, Mich. 

I am here in response to your invitation to discuss the future use 
and uses of aluminum by our company. 

Chrysler Corp. pioneered the use of aluminum in automobiles. 
From its earliest days to the present, it has consistently led the auto- 
motive industry in applications of aluminum. 

Aluminum pistons were first introduced on early models of the 
Chrysler car in the 1920’s, and by the early 1930’s they were in use 
on the De Soto, Dodge, and Plymouth cars as well. It was not until 
after World War II that all other mass producers of automobiles 
adopted aluminum pistons as standard. 
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Application of aluminum to Chrysler Corp. cars has increased 
steadily through the years since 1946, and particularly since 1953. 
Based on an “average” model—that is, a 4-door sedan with a V-8 
engine, power steering, and automatic transmission—consumption fig- 
ures for Chrysler Corp. cars compare with industry averages as 
follows: 

1946—Chrysler,  nounds; total industry, 2 pounds. 
1955—-Chrysler, 7) pounds ; total industry, 29.6 pounds. 
1957—Chrysler, 100 pounds; total industry, 45 pounds. 

Use of aluminum on 1958 model Chrysler Corp. cars, and the ratio 
to average industry use, remains approximately the same as on the 
1957 models. 

As indicated above, the most rapid advances in application of 
aluminum to Chrysler Corp. cars has occurred since the end of the 
Korean war, during which restrictions were placed on the use of many 
metals. Nevertheless, substantial progress had been made in each of 
the years following World War IT. 

By 1950, aluminum parts utilized on Chrysler Corp. cars included 
engine pistons, wheel cylinder pistons, fuel pumps, clutch housings, 
oil seal plates, scuff plates, headlamp housings, battery holddown 
trays and bolts, fan spacers, accelerator pedal levers, water pump by- 
pass elbows, bumper guards and bumper face bar sections. 

Today the list is much longer. It includes many of the above parts 
plus such others as converter housings and stators, automatic trans- 
mission components, carburetor bodies, grille assemblies, instrument 
panel components, nameplate and decorative plate, body pillar mold- 
ings, sedan door window frames, hood medallions, windshield garnish 
moldings, shelf panel moldings and several interior trim moldings. 

Chrysler Corp.’s consumption of aluminum in the 1957 model year 
exceeded 100 million pounds. 

For the 1958 model year, a total of 1,599 individual aluminum parts 
have been released for Chrysler Corp. production models and service 
parts. These parts are distributed among the automobile and truck 
manufacturing divisions as follows: 

Parts 
Plymouth 340 
Ty a sees eae ha ere inane Ra 296 Imperial 
De Soto 

Chrysler Corp.’s consumption of aluminum is significant for the 
aluminum industry. It is also significant for American small business. 

Chrysler Corp. depends primarily upon outside suppliers for its 
aluminum parts requirements. Of the 1,599 individual aluminum 
parts released for 1958 production, Chrysler Corp. will produce for its 
own account only a portion of its requirement for pistons and auto- 
matic transmission die castings. We estimate that the corporation 
manufactured for its own account less than 18 percent of its total 
aluminum parts consumption in 1957. 

The major portion of our aluminum parts is purchased presently 
from 41 suppliers. It will be of interest to this committee to learn 
that these suppliers are categorized by size as follows: 

Employing 100 persons or less, 9 suppliers ; 


Employing 100 to 500 persons, 18 suppliers ; 
Employing over 500 persons, 14 suppliers. 
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Many practical considerations lie behind Chrysler Corp.’s steady 
expansion in-the application of aluminum to its automobile manu- 
facture. Ampng.them is the light weight of aluminum, which makes 
transportation and handling easier and less expensive. Aluminum is 
resistant to corrosion and does not require the costly plating process of 
ferrous metals. It needs only anodizing for decorative exterior appli- 
cations. It is readily adaptable to die-casting and hot and cold 
extruding under high-production, low-cost automatic procedures. 
Aluminum can be machined at very high speeds—as a matter of fact, 
at speeds greater than any now available with present. production 
machine tools. 

These qualities are of great importance to manufacturers. For 
example, one of -the important aluminum components of Chrysler 
Corp. cars is'‘the torque converter housing. It weighs approximately 
1014 pounds: Ff‘cast from iron instead of aluminum, it would weigh 
almost 50 pounds;-* s 

Of even greater importance than this saving in weight, however, is 
the fact that*theslaminum housing can be cast in automatic equip- 
ment at very high'rates of speed. It can be cast to very close tolerances 
and with a high*dégree of intricacy and coring. This not only results 
in a great reduction in weight but requires fewer machining 
operations. —~ 

Another example is the spark plug tube, which serves as a gasket 
and as a protector from oil. Thousands of these pieces are used daily 
in the production ‘of Chrysler Corp. eight-cylinder engines. This part 
formerly was‘tnadé by multiple die forming of steel tubing, followed 
by plating ba pres rust. The aluminum part is cold impact ex- 
truded in a’sMaif méchanical press from flat wafers stamped from 
sheet. The press will produce 60 pieces in a minute, and plating is 
eliminated. rhs! 

As I said earlier, aluminum uses such as these are important for 
economic reasons." Applications of aluminum aiso have made a sig- 
nificant cont#ibytion in maintaining a reasonable weight in Chrysler 
Corp. cars durhig’a period when many new items of equipment—such 
as automatic transmissions, power steering, power brakes, and air 
conditioning—havé' been added for the safety, comfort, and conveni- 
ence of drivers. As automobiles have become larger and roomier and 
as new equipment has been added, they necessarily have become 
heavier. But we estimate that applications of aluminum in place of 
heavier métals have resulted in holding down the overall weight of 
our cars in ‘an’ amount equal to the weight of 2 average-sized passen- 
gers—or by approximately 300 pounds. 

We exnect that Chrysler Corp.’s aluminum consumption will con- 
tinue to increase with future models. Application of such new items 
as aluminum brake housings and additional decorative parts could 
increase Chrysler Corp.’s present consumption to approximately 150 
million pounds annually. 

In the future, aluminum might be preferred over other metals for a 
number of purposes. Under consideration, for example, are such 
constituents as engines, roofs, bumpers, and radiators. 

There is much current activity in the development of die-cast alumi- 
num engine blocks and heads, and it is reasonable to assume that this 
activity eventually will result in production techniques for producing 
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these parts. Extruded or cast aluminum bumpers, with inserts of ° 


stainless steel or vinyl plastic to protect them from denting, look prom- 
ising. Aluminum radistors are undergoing extensive tests. Stylists 
already are beautifying roof areas which low silhouettes expose to 
view. In future designs, decorative aluminum may be considered 
for this purpose. = 

Production application of aluminum for such purposes as these, 
of course, will depend upon many factors. It must be demonstrated, 
for example, that aluminum will do the job as well or better than 
other materials without adding to the price of the car. This means, 
in part, that aluminum must Ge roduced in quantities adequate to 
meet production needs and that aluminum must maintain a favorable 
price relationship to other metals. Much also will depend upon the 
rate at which introduction of new aluminum processing machinery, to 
replace current production machinery which is designed to process 
other metals, becomes advantageous. 

In the highly competitive world in which we do business, economic 
considerations necessarily are of immense importance, When real 
economic advantage can be gained, the use of one metal] in place of 
another naturally will be accelerated. Yet we at Chrysler Corp. have 
had much longer-term considerations in mind as we have pursued our 
research and development work in aluminum. One of these is the 
availability of basic metals. 

Present information on the composition of the earth’s crust, when 
translated into a volume relationship, reveals that aluminum is 5 
times more prevalent than iron. This fact cannot be ignored in any 
long-range consumption planning. It is a fact which supplies addi- 
tional impetus for us at Chr sler Corp. as we continue searching for 
practical new applications of aluminum and other light metals in the 
manufacture of our automobiles. 

Mr. Yares. Thank you for an excellent statement, Mr. Garwood. 
Certain preliminary thoughts came to my mind as you went over your 
statement. I noticed on page 4 you said that automobiles have become 
larger and roomier. As I told you before the hearing, a few months 
ago I bought a 1956 Chrysler New Yorker. I would have preferred 
to buy a 1957 New Yorker but I couldn’t get into it. That 1s because 
I happen to have a sacroiliac condition. 

Mr. Garwoop. Thank you. 

Mr. Yates. My good friend, Congressman Multer, has shown up 
this morning with a sacroiliac condition, too. I am sure that he too 
would find some difficulty in getting into one of your 1957 hardtop 
New Yorkers. 

But another thought comes to my mind. I am impressed with 
the efficiency of the automobile industry. I think perhaps as much, 
if not more than the other industries of America, you have attained 
peaks of engineering and productivity. . Why then do your prices go 
up each year? Can you tell us that ? 

Mr. Garwoop. Prices go up every year I suppose for one thing 
because labor goes up and the price of materials goes up, and so that 
has to be compensated for in order to make a profit. 

Mr. Yates. On the last page of your statement you refer to the high- 
ly competitive world in which you do business. I would have thought 
that one of the best ways to compete successfully would be through a re- 
duction in price. Wouldn’t you think so? 
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Mr. Garwoop. If it were possible, I think everyone in the auto- 
motive pence Hearne like to reduce prices. 

Mr. Yates. Yesterday I think it was Mr. Wilmot who talked about 
aluminum being first used in the Pierce-Arrow. You talk about pio- 
neering the use of aluminum. There is no relationship between your 
company and Pierce-Arrow, is there 

Mr. Garwoop. None whatsoever. What is meant by the word “pio- 
neering” is that we, as these figures show, actually used it in many 
more applications and exploited its use to a greater extent than other 
automobile manufacturers. 

Mr. Yates. I had occasion to call the Federal Trade Commission 
this morning. We of this committee are concerned, of course, with 
the future of the small-business man in the aluminum industry, and 
of course one of aluminum’s major markets will be the automobile in- 
dustry. The economist with whom I spoke at the Federal Trade Com- 
mission indicated that Chrysler was tending to do more of its own 
manufacturing rather than giving some of the parts manufacturing to 
outside contractors. He read to me from your annual reports from 
1946 through 1955. He described it as the ratio of percentages of ma- 
terials and services done within the company to that done on the out- 
side. In 1946 the ratio was 67.9 and it has a general decreasing trend 
except for 1951 and 1953 down to 60.2 percent. Is this about correct? 

Mr. Garwoop. Does that pertain to aluminum ? 

Mr. Yates. No, I think that is all purchases. Would you know 
about that ? 

Mr. Garwoop. Purchases of all materials? 

Mr. Yates. Yes. 

Mr Garwoop. No, I would not know about that. 

Mr. Yates. In previous years the automobile manufacturers have 
frequently bought out new suppers. I wondered whether or not the 
hot metal contracts like those between two of the automobile manu- 
facturers and Reynolds portends that same sort of practice for the 
future. Of course, I assume that in a contract the purchase of the hot 
metal is from an outside supplier ¢ 

Mr. Garwoop. That is correct. 

Mr. Yates. Perhaps sometime in the future we might find GM or 
Ford buying this plant of Reynolds and taking over the operation it- 
self. Now, why hasn’t Chrysler entered into a hot metal contract. 
You apparently use more aluminum in your cars than the other com- 
panies do? 

Mr. Garwoop. We did not feel it was economically advantageous 
for us to do that. We would have had to build plants at the aluminum 
company reduction cells, and we felt that there were other areas where 
we could use that money and obtain a greater return on our capital 
investment. 

Mr. Yates. Had you considered it ? 

Mr. Garwoop. Yes, we had considered it. 

Mr. Yates. Had you had occasion to discuss the possibility with 
any of the aluminum companies? 

Mr. Garwoop. Yes, we did. 

Mr. Yates. With whom did you discuss it? 

99185—58——7 
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Mr. Garwoop. We discussed it with Reynolds and Olin, Revere and 
Harvey and Kaiser. 

Mr. Yates. Were these just preliminary discussions ? 

Mr. Garwoov. They were preliminary discussions, that is right. 

Mr. Yates. And you decided that you did not want to make the 
investment ? 

Mr. Garwoop. That is correct. 

Mr. Yates. Do you feel that this will hurt you competitively in the 
future? 

Mr. Garwoop. No, we do not. 

Mr. Yates. Are you able to buy aluminum as advantageously as 
Ford or General Motors? 

Mr. Garwoop. I think so. 

Mr. Yates. Don’t you have to pay more for it than they do? 

Mr. Garwoop. Well, you see we buy 

Mr. Yates. For pig, as contrasted to hot metal ? 

Mr. Garwoop. It is true we pay probably—we do not know how 
much they pay for it so that is a hard question to answer. 

Mr. Mutter. It is not a trade secret, is it, what they pay for it? 

Mr. Garwoop. No. I know what we were offered, Mr. Multer, and 
what we were offered was slightly less than the price of pig, and it 
varied somewhat. 

Mr. Mutter. Excuse me. Mr. Chairman, I think the witnesses we 
heard yesterday are still in the room. Can’t we get from one of them 
the price that is being paid for the hot metal ? 

Mr. Yates. That is in the contract in the record. 

Mr. Mutter. The contract is in the record ? 

Mr. Yares. Yes, the contract is in the record. Have you seen the 
prices as are shown in the contracts? They are not secret documents. 

Mr. Garwoop. No, I haven’t. 

Mr. Yares. They have been made public by the Securities and Ex- 
change Commission. 

Mr. Garwoop. I haven’t seen those prices. 

Mr. Yates. Take the published price. I assume you pay the pub- 
lished price for your aluminum? 

Mr. oawens. That is correct. 

Mr. Yates. They take the published price. They deduct the 
freight factor. 

Mr. Garwoop. That is right. 

Mr. Yates. And then they deduct 10 percent, and with respect to— 
I wanted to get the one with the example. This starts with a pub- 
lished price of 2214 cents, which I assume was the price as of Novem- 
ber 1955 when this contract was executed. It begins with the pub- 
lished price of 2214 cents, deducts a freight factor of 0.007655, achiev- 
ing a result of $0.217 plus. Then they deduct 10 percent. The 
molten metal delivered price winds up at $0.193731 per pound. 

Mr. Garwoop. That is cheaper than the published price, that is 
correct. 

Mr. Yares. Much. Yes, significantly. Were you offered a price 
comparable to that for molten metal ? 

Mr. Garwoop. I do not know. I am not in that department. I 
did not see those prices. 

Mr. Yates. I thought you had participated in the discussion. 
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Mr. Garwoopn. No, sir. 

Mr. Yares. Who in your organization did discuss this, somebody 
in the purchasing department ? 

Mr. Garwoop. Yes, in the purchasing department. 

Mr, Yares. If they are able to purchase aluminum at this’ price, 
at this reduction from the published price because they buy it in its 
meucen atate, that is a significant competitive advantage over Chrysler, 
isn’t it? 

Mr. Garwoop. That is correct, in the price of aluminum only, but 
what it amounts to is that you have to pay for all these plants that 
you build, and then in addition to that, I was told at least by our 
purchasing department that when we were offered these deals that 
they entailed a certain minimum amount, and we do not actually make 
enough aluminum to take advantage of that. 

Mr. Yates. You mean purchase enough aluminum / 

Mr. Garwoop. That is right; we do not at Chrysler. 

Mr. Yarrs. That is the advantage of size there, isn’t it ? 

Mr. Garwoop. Yes, sir. 

Mr. Yares. I noticed in the statement that General Motors had 
furnished us, which will be presented later in the morning, that they 
use approximately 45 pounds per car in contrast to your 100 pounds. 

Mr. Garwoop. That is right. 

Mr. Yates. You use more than twice as much as they do per car? 

Mr. Garwoop. That is right. 

Mr. Yates. I do not know the figures on the sales of cars, but is not 
the in of aluminum that you use almost equal to the amount they 
use 

Mr. Garwoop. No. We produce about 20 percent of the cars and I 
think General Motors produces about 50 percent. 

Mr. Muurer. They produce approximately twice as many cars as 
you do? 

Mr. Garwoop. More than twice as many. 

Mr. Murer. And you use approximately twice as much aluminum ? 

Mr. Garwoop. They produce quite a few more than twice as many. 
We are about 20 percent and they are actually about 50 percent, I 
believe. 

Mr. Yates. I notice on page 5 of your statement you state that your 
present consumption is approximately 150 million pounds annually. 
That is a pretty significant amount—150 million pounds annually. 

Mr. Garwoop. No; I said that it could be, in that statement, I be- 
lieve. It is about 100, but it could be as much as 150 if we made more 
parts out of aluminum. 

Mr. Yates. What is it now, 100? 

Mr. Garwoop. 100; yes. We make approximately 1 million auto- 
mobiles, so you can multiply that by a hundred. 

Mr. Yares. If you use more aluminum, do you look forward to the 
time when you will use molten metal rather than—— 

Mr. Garwoop. There is a possibility. 

Mr. Yates. Than taking the pig? 

Mr. Garwoop. At the moment we have no such contracts. We are 
not negotiating any such contracts and we do not plan to. 

Mr. Yates. Parenthetically, too, I notice you talk about one of 
these as the availability of basic metals that will determine what you 
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do in the future. What are you going to do about parking places? 
Weare running out of those in the city of Chicago. 

Mr. Garwoop. Thatisright. Weare in Detroit, also. 

Mr. Yates. Mr. Multer. 

Mr. Mutter. Can you tell us what the cost of aluminum was per 
pound in 1946? 

Mr. Garwoop. No; I’msorry; I cannot. 

Mr. Mutter. Can yousupply that to us for the record ? 

Mr. Garwoop. Yes; we will | do that. 

Mr. Mutter. I notice that you refer, on page 3, to outside supplies 
Are any of these outside suppliers owned by the ‘Chrysler Co. 

Mr. Riese. No, sir. 

Mr. Mutter. You refer to 18 suppliers with employment of 100 to 
500 persons. You also have a category of 100 persons or less and a 
third category of over 500 persons. Which of those three categories 
do you think is small business ? 

Mr. Garwoop. I think any business of 500 or under would certainly 
be considered small business. 

Mr. Motrer. Are you familiar with the industry-by-industry defini- 
tion that the Small Business Administration has put out ? 

Mr. Garwoop. No, sir, Mr. Multer, I am not. 

Mr. Mourter. They have a definition which they promulgated for 
lending purposes, financing purposes, those who are looking for finan- 
cial assistance, and none of the suppliers that come within the category 
who would be able to supply you with your needs is listed by SBA as 
small business if they have more than 250 employees. In other words, 
the classification for those who would be your suppliers would be small 
business if they had 250 or less employees. Now, I realize that in the 


Defense Department they have used the outworn numerical definition 


of 500, but I cannot blame you too much if you use the same definition. 
Mr. Garwoop. Thank you. 
Mr. Motrer. Could you give us a breakdown on how many of the 
suppliers are under 250? 
r. Garwoop. No; I do not have that information. 
Mr. Mutter. Could you get it for us without too much trouble ? 
Mr. Garwoop. Yes; I will be glad to. 


Mr. Mutter. Do you get any of your aluminum parts from Alcoa, | 


nore or Reynolds? 
Mr. Garwoop. Not that I am aware of, although I think we have 
had some experimental parts. 


Mr. Mutter. You do buy your pig from either Alcoa, Kaiser, or | 


Reynolds? 

Mr. Garwoop. We have. 

Mr. Mutter. Just what processing does Chrysler do with the alumi- 
num pig and ingot that it buys? 


Mr. Garwoop. We melt it and pour it into permanent molds, and | 
also we make a few transmission parts in a new plant that we ‘have | . 


just established. Those are diecastings. 

Mr. Mutter. Will you tell us the increase in labor costs that Chrysler | 
has had from 1955 to 1956 and 1956 to 1957 ? 

Mr. Garwoop. I donot have those figures. 

Mr. Mutter. Could you get that for us? 

Mr. Garwoop. Yes; we can. 


Lean 





—_— -— A ch s 


3° 


co @& 


Mm ot ot 


oOo 


amt sco Waa 








ver 


) to 
d a 
r1es 
nly 


ini- 


for 
lan- 


‘Ory 


rds, 
nall 

the 
tion | 
jon. | 


the 


a a IS 


lcoa, | 
have 


r, or 


umi- | 


have 


ysler 


pce Vay > eens 


ALUMINUM INDUSTRY 95 


Mr. Muurer. Thank you. 

(This material appears in the appendix, p. 437.) 

Mr. Yates. My attention has been called to the fact that the Jones 
Mill contract that GM has with Reynolds is for the production of 
40 million pounds of aluminum annually. The contract that Reyn- 
olds has with General Motors for the plant at Massena contemplates 
the production of 75 million pounds. Chrysler uses 100 million 
pounds now. 

Mr. Garwoop. That is for all parts; yes. 

Mr. Yates. That is for all parts. 

Mr. Garwoop. Only 18 percent of that is used by Chrysler Corp., 
that is as fabricated where Chrysler Corp. has furnished its pig. 

Mr. Yates. You stated a moment ago that the price they paid for 
aluminum under a hot-metal contract is cheaper than the price you 
paid, as I read those figures to you. 

Mr. Garwoop. We do not buy any hot metal. 

Mr. Yares. That is right, and I asked you whether it was a distinct 
competitive advantage, and as I remember your answer you said you 
thought it was. 

Mr. Garwoop. Yes. 

Mr. Yates. What could you do, what savings could you accomplish, 
if you were in a hot-meta] situation rather than in a situation where 
you have to buy pig? Could you make your own castings? Could 
you make your own parts? What would you do? 

Mr. Garwoop. I would think that these people that have those con- 
tracts would be able to answer that a lot better than I. We did not 
think there was very much advantage or we would have probably con- 
sidered it more than we did. 

Mr. Yates. Was there a question of not being able to finance an 
operation of this type? 

Mr. Garwoop. No; that was not the question. The question was 
whether we should use our money. The money was available but it 
was whether we should use it there or someplace else where we would 
get a greater return. 

Mr. Yates. You have a limited budget and it was a question of ap- 
plying it to other factors that you thought were more desirable? 

Mr. Garwoop. I do not know that we have a limited budget, but I 
think no large company has unlimited funds, and all of them have to 
watch pretty closely where they put their money. 

Mr. Yates. Mr. Riehlman. 

Mr. Rrentman. I do not have any questions. 

Mr. Yates. Mr. Dalmas? 

Thank you very much for your statement, Mr. Garwood and the 
gentlemen from Chrysler. 

Mr. Garwoop. You are quite welcome. 

Mr. Mutter. Mr. Chairman, may I ask Mr. Garwood to supply for 
us for the record the dollar aggregate of the amount of subcontracts 
or contracts with outside suppliers by the 3 categories with the num- 
ber of firms under 100— 

Mr. Garwoop. Yes. 

Mr. Mouter. The number of firms from 100 to 250 and the number 
of firms 250 to 500 or over. You don’t need the breakdown of over 
500. Give us everything in 3 categories, under 100, 100 to 250, and 
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everything over 250; the aggregate in dollar amount for each of those 
three classifications. 

Mr. Garwoop. We can do that. 

(This material appears in the appendix, p. 437.) 

Mr. Yates. Mr. Cronin, please. 

Mr. Cronin, the committee is delighted to have you with us. We 
will be pleased to have your statement. Mr. Cronin, gentlemen, is one 
of the vice presidents of General Motors. He is in charge of the 
manufacturing staff. 


TESTIMONY OF JOHN J. CRONIN, VICE PRESIDENT, GENERAL 
MOTORS CORP., ACCOMPANIED BY DANIEL BOONE, ATTORNEY, 
AND DONALD K. BARNES, ATTORNEY 


Mr. Cronrn. I am accompanied this morning by Mr. Daniel Boone 
and Mr. Donald Barnes, of our legal staff. 

Mr. Yares. Chrysler talked about pioneering. You have Daniel 
Boone with you. 1 assume that that is an equalizing factor. 

Mr. Cronrn. Yes; but I am a little disappointed that they seem to 
have outstripped us in the use of aluminum. 

Mr. Yates. Apparently they are using twice as much aluminum per 
car as you are. 

Mr. Cronin. [ noticed that. 

My name is John J. Cronin. I am vice president of General Motors 
Corp. in charge of the manufacturing staff. Mr. Harlow Curtice, 
president of General Motors Corp., has requested me to appear before 
your committee in response to the invitation issued by Chairman 
Yates. I understand from the chairman’s invitation that the com- 
mittee would be interested in having testimony from General Motors 
relating to the future use of aluminum in General Motors automobiles. 

I am sure that the committee will recognize that any forecast of the 
future use of aluminum must, of necessity, be somewhat speculative. 
As you know, research, both in the automobile industry and in the 
metals industry, is constantly seeking more effective and economical 
manufacturing techniques and usages. As the art in the metals field 
develops we attempt to apply those new techniques which give promise 
of increasing the aa of today’s automobile, improving its quality, 
or providing greater customer comfort, safety, and value. 

While it is very difficult to forecast future usage of any material 
used in an automobile we believe that we can indicate to the committee 
the general direction in which our usage of aluminum is trending, if 
we assume that the present rate of development in the aluminum 
industry continues, and if we further assume that there are no basic 
substitutions arising from new developments in the metals field. 

The committee might be interested in a brief review of our past 
experience with respect to the use of aluminum; our present usage of 
the metal, stated in terms of fabrication in our own plants and the 
Es that we purchase from outside General Motors; and our present 

st guess as to the possible future uses of aluminum in the manufac- 
ture of automobiles. 
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REVIEW OF ALUMINUM USAGE IN GENERAL MOTORS CORP. 


We purchase two general types of aluminum: Fabricated parts, 
such as forgings, castings, and stampings, and unfabricated aluminum, 
such as rods, bars, sheets, pig, and molten metal. The use of aluminum 
in our automobiles did not become significant until approximately 
1950. For the purpose of showing the usage since 1951 we have com- 
piled a schedule ae forth the average weight of aluminum used in 
a composite General Motors passenger car in each of the model years 
1951 through 1958 : 


Fabricated | Fabricated 
In pounds outside the inside the Total 
corporation | corporation 


bb be cack eds ls décccccecciwotebévebbwossbodsddenuvdeenskaed 7. 37 4. 51 11. 88 
Bho nceh ns ppaqa dp oth enedeges beeen alanss th bagepnchkeudude 7.10 4. 32 11. 42 
ENS oon necenanssdceesat corte p asia te secede eae 7. 50 7.74 15. 24 
Site inne oe nnedidnds bsobnbpnass-Gedoteaseadegsasebatcks 13.17 7. 35 20. 52 
PE addenanhenvacerocesassesephapenérareqhecsipedesnim phoginss 15. 44 7. 35 22. 79 

Rieeseccnanese>nabnantcasbanbsndduhnn cabin pasededed 4 14. 57 13. 42 27. 99 
ih dp pidhoscdasdmkeeetbedondeénaneh pengntasesnaseinmeee! 18. 25 14. 26 32. 51 
iidcettheneanatacguqnenatetesécacastepenedbadantcageete 21. 93 21. 89 43. 82 





In the year 1951 we used 11.88 pounds per automobile of which 
4.51 pounds were fabricated by General Motors in its own plants and 
7.37 pounds were purchased from other aluminum fabricators. On 
our 1958 models we are currently using an average of 43.82 pounds per 
automobile. Of this total, 21.89 pounds will be fabricated in our own 
plants and 21.93 pounds will be purchased outside General Motors 
from 171 aluminum fabricators. 

During this period aluminum castings were substituted in several 
applications for gray iron castings that were produced in the Gen- 
eral Motors foundries. This substitution accounts, in the main, for the 
increased usage that we have experienced. 

When we substitute aluminum for gray iron a number of factors 
enter into the decision as to the extent that we will fabricate the 
aluminum castings in our own foundries. Among the factors which 
must be considered are volume, capital investment, complexity of 
design, and availability of sources for the particular item. 

e are not, of course, a newcomer to the aluminum-casting field. 
General Motors entered the aluminum-casting industry in 1940 when 
we built our first foundry at the Delco-Remy plant at Anderson, Ind., 
for the production of diesel and aircraft aluminum castings. 

In 1942 Delco-Remy opened a second foundry at Bedford, Ind., for 
the manufacture of cylinder heads for Allison aircraft engines. Late 
in the war the Bedford plant was expanded to provide for the manu- 
facture of cylinder heads for the Packard Rolls-Royce engine. 

At the close of the war the Anderson plant was converted to the 
production of commercial electrical products normally produced by 
Deleo-Remy except for a small portion used for the manufacture of 
aluminum die castings required in commercial products. In April 
1946, the Allison Division of General Motors Corp. resumed the pro- 
duction of castings at the Bedford plant. 

_In addition to these operations, several of the divisions have from 
time to time conducted small aluminum-casting operations but the 
total poundage involved has not been significant. 
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All the foundries that I have mentioned use as their basic raw ma- 
terial primary or secondary pig aluminum. Our total purchases of 
pig and molten aluminum last year from United States and Canadian 
suppliers amounted to approximately 114 percent of total aluminum 
production. 

In addition to these plants, we have a plant at Jones Mills, Ark.,. 
which was put into production in 1953 close by the reduction plant 
of Reynolds Metals Co. The decision to locate a foundry at Jones 
Mills was largely influenced by the thinking of Mr. Charles F. Ketter- 
ing, who for many years was the vice president of General Motors 
Corp., in charge of its research staff. Mr. Kettering felt that the ex- 
0" iture of energy in the form of gas, electric power, or coal in re- 

eating a cold metal, when castings could be made from the molten 
metal, represented economic waste. With the objective in mind of 
eliminating this waste, and also the waste involved in multiple han- 
dling of cold metal, we opened a small pilot plant at Jones Mills in 
April of 1950 to investigate the possibility of using molten metal taken 
direct from the reduction plant of Reynolds Metals Co. 

This was a new industrial process for General Motors. The pilot 

lant operation proved practicable and in the latter part of 1952 we 

gan the construction of our present molten-metal aluminum-casting 
plant. Currently we employ approximately 275 people at this loca- 
tion. 

Our experience with the Jones Mills operation has proved satisfac- 
tory and we are building a similar facility adjacent to a Reynolds 
Metals Co. plant which is under construction on the St. Lawrence 
River near Massena, N. Y. It is expected that this plant will com- 
mence operations in June of 1959 and when in full production will 
employ approximately 700 people. 


POSSIBLE FUTURE USES OF ALUMINUM 


As was stated at the outset, any forecast as to the future use of 
aluminum in automotive manufacture must, of necessity, be something 
of a guess. The light-metals industry has made great progress in the 
past two decades and we think it reasonable to assume that progress 
will continue to be made in the future in the development of not only 
aluminum but other light metals as well. There is, of course, no way 
of forecasting whether aluminum, which has been substituted for 
heavier metal applications, will, itself, in turn, be subject to replace- 
ment by new light-metal developments. 

Assuming, however, that the trend toward aluminum usage which 
we have experienced in the past continues, we believe that aluminum 
will be an important metal in the production of automobiles for many 
years to come. 

While it is obviously impossible to give the committee any exact 
figures with respect to what may happen in the future, we believe that 
it is entirely possible that the average use of aluminum may increase 
to 75 pounds per automobile by 1965. 

Perhaps the most promising areas for the investigation of future 
substitution of aluminum for other metals are in the manufacture of 
parts for engines, axles, transmissions, brake drums, radiators, radia- 
tor grilles, hardware, and decorative trim. These applications will 
present problems of design, cost, and styling. 
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I recognize that a good part of what I have said must appear to be 
quite general. On the other hand, we have a saying around General 
Motors to the effect that time runs out on us before we get around 
to making the last engineering change specified for a current model. 

In the manufacture of automobiles we know fairly well apron 
mately 2 years in advance of the initial production the general 2 
of the vehicle as far as its lines and appearance are concerned. 8 
also know the height of the front seat from the floor and the distance 
from the instrument panel to the back of the front seat, and other such 
basic design features. We do not, however, know today what the 
aluminum usage will be in the 1959 automobile, although, as I have 
said, we have a pretty good idea what the car will look like. 

As a matter of general interest I have attached to this statement 
a photograph which shows some of the 74 aluminum parts used by 
Buick in its 1958 models. 

_ I hope that the matters that I have discussed will be of assistance 
to the committee and I will, of course, be very happy to do my best 
to answer any questions that the members of the committee or the 
staff may have. 

Mr. Yates. Thank you for your fine statement, Mr. Cronin. 

Were you surprised by the testimony of Mr. Garwood that Chrysler 
uses 100 pounds of aluminum per car ¢ 

Mr. Cronin. Indeed I was. As I mentioned, I am going to have to 
go back and tell our engineers. 

Mr. Yares. I noticed in your statement that you thought that by 
1960 you would be using 75 pounds. Do I misinterpret your state- 
ment 

Mr. Cronin. No, that is perfectly all right. I speak of averages. 

Mr. Yates. I know you do, and I assume that Chrysler was speak- 
ing of averages in its cars, too, when it talked about 100 pounds. 

Mr. Cronin. Perhaps so. 

Mr. Yates. Perhaps your engineers will find that they have not been 
using enough aluminum, in view of the testimony of Mr. Garwood. 

Mr. Cronin. Could be. 

Mr. Yates. I am sure the representatives of the aluminum compa- 
nies who are here this morning will be delighted to hear that. 

What is the total amount of aluminum that General Motors uses? 
I notice that you gave us statistics on a per-car average, but you did 
not tell us what the overall amount is that the company uses. 

Mr. Cronin. I think I have some figures. The figures I would like 
to submit on our overall use of aluminum, Mr. Chairman, are total 
General Motors. 

Mr. Yates. Yes. 

Mr. Croxtn. The figures I have submitted here are on our passenger 
cars only. 

Mr. Yates. When you say “total General Motors,” you mean the 
entire empire with Frigidaire ? 

Mr. Cronin. All our divisions, yes. 

Mr. Yates. All your divisions ? 

Mr. Cronin. Yes, because I did not have time to break out our total 
purchases and relate them exactly to automotive. 

Mr. Yarrs. May I ask a question before you give those totals. Will 
the factories or the plants being built to use the hot metal supply all 
of your divisions, or only your automobile divisions ? 
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Mr. Crontn. The plant at Massena will supply only our Chevrolet 
division, not others. 

Mr. Yates. And what about the Jones Mills operation ? 

Mr. Crontn. The Jones Mills operation and the Bedford operation 
may supply any or all divisions, but they have a job of selling the divi- 
sions on quality and price. 

Mr. Yates. We would be pleased to receive the figures now, Mr, 
Cronin, on the total usage of aluminum. 

Mr. Cronin. In 1956 General Motors purchased total aluminum 
of 183,168,000 pounds. That is all forms of aluminum. 

Mr. YATEs. at was that figure? 

Mr. Cronin. 183,168,000. 

Mr. Yates. That is pounds, is it not? 

Mr. Crontn. Yes. 

Mr. Yates. In 1956? 

Mr. Cronin. Yes, sir. 

Mr. YAres. Is that not surprising? This is for all your divisions. 
Chrysler alone used 100 million apparently. 

r. Crontn. Yes. That is why I say our engineers have got some 
researching to do. 

Mr. Rreniman. I wondered if the Chrysler representatives could 
tell us whether or not the aluminum that he referred to in usage by 
the Chrysler Corp. was used for any other purpose other than the con- 
struction of automobiles? 

Mr. Yates. Mr. Garwood, is your aluminum used for any other 
— than the construction of automobiles? 

r. Garwoop. No. The aluminum I mentioned is used for auto- 
mobiles, as I think I stated. In the statement I made, there is re- 
corded the number of parts for each automobile. 

Mr. Yates. Thank you. 

(Discussion off the record. ) 

Mr. Yates. Would you repeat that statement for the record ? 

Mr. GArwoop. At Dayton, Ohio, we have a division called the Air- 
temp division where we make heat exchangers and heating facilities 
like furnaces for homes, and we may use, I know we use a small amount 
of aluminum there which was not included. 

Mr. Yates. Thank you, Mr. Garwood. 

Where is the Bedford plant to which you referred ? 

Mr. Crontn. Bedford, Ind., north of Jones Mills, Ark. 

Mr. Yates. How far is that from Jones Mills? How far is Bedford 
from Jones Mills? 

Mr. Cronin. Approximately 500 miles. 

Mr. Yates. How do you get hot metal there ? 

Mr. Cronin. Oh, we do not. 

Mr. Yates. I misconstrued your statement. 

Mr. Cronin. Let me explain. 

Mr. Yates. Yes. 

Mr. Crontn. The Jones Mills foundry is the only one that uses hot 
metal. The Bedford foundry uses pig. 

Mr. Yates. I see. 

Mr. Crontn. In fact, at Jones Mills perhaps I should say that we 
get 2 kinds of metal there: hot metal and pig metal. The Reynolds 
operation operates 7 days continuously, and we make castings 5 days 
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a week normally. The other 2 days worth of hot metal are pigged for 
us by Reynolds and then shipped up to Bedford. 

Mr. Yares. From whom do you buy your pig? Only from Rey- 
nolds ? 

Mr. Crontn. Oh, goodness, no. 

Mr. Yares. You buy your molten metal only from Reynolds? 

Mr. Cronin. Only from Reynolds. 

Mr. Yates. From whom do you buy your pig ? 

Mr. Cronin. We have contracts with Alcan, Anaconda, Kaiser, 
and while we have no contract with Alcoa, we have an allocation 
from them. 

Mr. Yares. Are these firm contracts for the annual supply of metal, 
for maximum and minimum amounts of pig ¢ 

Mr. Cronin. Not in the Alcoa case. 

Mr. Yates. In the others it is? 

Mr. Crontn. In the others it is. In the Jones Mills contract, the 
total amount in the contract on an annual basis is 40 million pounds. 
Our must take part of it is 50 percent, or 20 million pounds. In the 
Massena contract, we have no stated minimum take. The contract 
provides that in that foundry we will take enough molten metal to 
run 50 percent of our Chevrolet transmission parts and 25 percent 
of our Chevrolet putes: so that there is no specified number of tons 
or pounds that we have to take. 

Mr. Muurer. Excuse me, Mr. Chairman. Does that mean if you 
should shut down the plant for 6 months, you would not have to take 
any metal during that period ? 

Mr. Crontn. That is correct, Mr. Congressman. 

Mr. Yates. Would you have to buy the equivalent in pig, the 
equivalent of the production of that plant from Reynolds then? 

Mr. Crontn. I assume that when Congressman Multer said if the 
plant was closed down there would be no requirement there and we 
would not be casting. Am I correct in that interpretation ? 

Mr. Murrer. Then you would cease to be a customer of that plant 
during that period that the plant was closed down. In other words, 
you would not take any metal from that plant of any kind, pig or 
molten metal ? 

Mr. Cronin. That is correct. 

Mr. Moutrer. Under the contract, you have that right to close down 
for as long a period as you may want to and not take any metal? 
There is no minimum requirement and there is no maximum require- 
ment ? 

Mr. Cronin. That is correct. We would have to assume, of course, 
that the whole Chevrolet division would be closed down and Chevrolet 
would not be producing. If Chevrolet was operating at all, that 
plant would be required to take aluminum to the extent of 25 percent 
of the pistons required and 50 percent of the transmission parts, for 
whatever schedule Chevrolet was then operating under. 

Mr. Mutrer. I am sure that Mr. Riehlman and I are both disturbed 
to hear that. 

Mr. Yates. They are both from New York. 

Mr. Mouturer. His impression, as mine was, both of us being from 
New York State, was that the contracts that were negotiated on the 
basis of which a low power rate was given in connection with these 





102 ALUMINUM INDUSTRY 


plants, on the assumption and the premise that there would be this 
additional operation there going all the year round. 

Mr. Cronin. That certainly is our sincere hope, Mr. Congressman 
our sincere hope. And I could only visualize an emergency, it woul 
have to be almost a catastrophe, to find that plant without any work 
to do. In fact, the whole project is Shedhsenteld Gi an ambitious, hope- 
ful look for Chevrolet. 

Mr. Rreutman. Could I ask this question, sir? Do you anticipate 
using that plant for any other purpose than for producing parts for 
Chevrolet ? 

Mr. Cronin. No. 

Mr. Rreniman. Well, in case of an emergency where there should 
be some drastic change in the production of Chevrolets, would General 
Motors then consider using it for other purposes? 

Mr. Cronrn. It is not in our plan. However, we would make every 
effort to find a use for our investment. 

Mr. Rreaiman. Let me ask you this question: Do you have any 
contract at all with the Canadian Aluminum Co. for hot aluminum? 

Mr. Cronin. No. 

Mr. Rreutman. Or molten aluminum? 

Mr. Crontn. No. 

Mr. Rreatman. Are you anticipating using molten aluminum in 
your Canadian plants at all ? 

Mr. Cronin. Oh, we use some aluminum in our Canadian plant. 

Mr. Rreutman. I mean the same type of operation that you have 
with Reynolds. 

Mr. Cronin. No; we are not planning to. 

Mr. Yates. You gave us a statement as to the companies from whom 
you bought pig and ingot. Do you buy any from other smelters, 
as, for example, scrap producers, people who sell you billets and pig? 
Scrap would not be for billet ? 

Mr. Cronin. No. 

Mr. Yates. Do you buy pig and ingot from any other producers? 

Mr. Crontn. We buy it from secondary producers, yes, but we do 
not buy scrap. 

Mr. Yates. I mean ingots produced from scrap. 

Mr. Crontn. Yes. 

Mr. Yates. Whoelse do you buy from? 

Mr. Cronyn. I have here a list of Bohn Aluminum, Bohler-Jarviu. 

Mr. Yates. You buy pig and ingot from them ? 

Mr. Cronin. No. Pardon me. I am looking at castings. Pi 
ingot or slab, we might buy from Apex Smelting, Canada Metal 
Christiansen Corp., Federated Metals, Plymouth Steel, W. F. Jobbins, 
and perhaps others. 

Mr. Yates. That is not primary metal, is it? Do you buy virgin 
metal from them, from the last few whose names you gave? 

Mr. Cronin. It might be virgin. In most cases it is not. It is 
secondary. Most of our virgin is bought from the— 

Mr. Yates. From the primary producers? 

Mr. Cronin. Primary producers. 

Mr. Rrentman. Mr. Chairman, could I ask this question. 

In respect to your statement that you have on page 3 regarding the 
1958 models where you are using 43.81 pounds, with 21.89 pounds fabri- 
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cated in your own plants and 21.93 pounds purchased outside General 
Motors, when your new plant at Massena is in operation in 1959, what 
is going to happen to that ratio? Will you be buying less aluminum 
from fabricators and from fewer fabricators outside General Motors? 

Mr. Cronin. It is not our expectation, and it is my sincere hope that 
we will continue 

Mr. Riru~man. General Motors is not fabricating the parts at the 
present time, which are being used in the Chevrolet, is it ? 

Mr. Cronin. A few of them we are. 

Mr. Riewiman. Are you not going to expand that operation when 
you open your plant at Massena ? 

Mr. Cronin. Oh, yes, yes. 

Mr. Rieutman. Then naturally if that is true, you would certainly 
be eliminating some of the fabricators that you are now buying from ? 

Mr. Crontn. Depending on volume at the time, and the growth. 

Mr. Rreatman. You do not anticipate the volume of Chevrolet to 
go down do you? 

Mr. Cronin. I beg your pardon ? 

Mr. Rrenuman. You do not anticipate the number of Chevrolets 
you are producing to go down? 

Mr. Crontn. Oh, I dare not. 

Mr. Rreuuiman. Certainly you would have to eliminate some of the 
fabricators, would you not, if you expanded ? 

Mr. Cronin. Not cachelette. 

Mr. Rreui~man. Or some of the volume would have to be eliminated 
then, would it not? 

Mr. Cronin. Assume our volume grows, and if our plans for the 

articular transmission that we are speaking of for our 1960 Chevro- 
et proves satisfactory in an engineering test, then we will have a 
growth in aluminum, new parts, new transmission parts, that will go 
into Massena and leave, I hope, the current trend of outside purchases 
and usage approximately the same. 

Mr. RienimMan. What you intend to do is expand the use of alumi- 
num ¢ ‘ 

Mr. Cronin. That is right. 

Mr. Rireutman. To take up the difference that you would be using 
in that plant? 

Mr. Cronin. That is right, both with respect to the aluminum used 
in an automobile and as I said earlier, I hope for a great growth in 
the number of automobiles. 

Mr. Yates. From what other outside companies do you buy alum- 
inum parts? You stated you bought them from 171 aluminum farbri- 
cators, and you bought such things as rods, bars, pig, molten metal. 
Can you break that figure down in the same way that Chrysler broke 
its figures down—by size of your suppliers? 

Mr. Cronin. No, I cannot. 

Mr. Yates. You do not have that information ? 

Mr. Cronin. No, I do not, Mr. Chairman. The only information 
I do have on those 171 suppliers is satisfactory data with respect to 


the growth from 1954 by years to 1958. In 1954 we had 112 such 
suppliers. 


r. Mutter. How many, sir / 
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Mr. Crontn. One hundred and twelve. In 1955 that grew to 126, in 
1956 to 135, in 1957 to 152 and in 1958 to 171, or approximately a 10- 
percent growth each year in the number of outside suppliers. 

Mr. Yates. The reason for my question is the fact that this is a 
small-business committee, and we wondered as to whether or not in 

is growing number of suppliers there were small businesses that you 
were buying material from or whether they were as you started to say 
in connection with the castings that you bought, firms of the size of 
Bohn Aluminum or Revere or some of the others? 

Mr. Cronin. I did have time to analyze the 171 suppliers against 
our 1955 list of suppliers, which was a thorough and complete com- 
pilation by number of employees, and I found that 60 to 65 percent 
of these 171 suppliers are small business under the definition of 500 
employees or less. 

Mr. Mouurer. That is a very bad definition. We have been saying 
that in this comimttee now for 6 years that I know of and issuing 
reports year after year. Every Congress for the last 8 Congresses has 
issued reports that that is a bad definition and a wholly unfair descrip- 
tion of our small-business industry when you take the definition of 500. 

As a matter of fact, I think you will find that anything over 250 
among your suppliers is big business, looking at it just from the 
number of employees. 

Mr. Yares. I am sure that Mr. Cronin is not to be criticized for 
using that test. 

Mr. Mutter. Oh, no, I am not being critical of him. 

Mr. Yates. He was using the Small Business Administration test. 

Mr. Motrer. I am being critical of the Small Business Administra- 
tion for not having changed the definition and of the Defense Depart- 
ment for not having changed the definition. We changed it by law. 
The law originally providing 500 was enacted during the war years. 
It was an arbitrary definition prompted by the emergency conditions. 

We have since repealed that law. We have not been able to get the 
Defense Department or the Small Business Administration to repeal it. 

Mr. Crontn. The reason I mentioned 500 is because under our agree- 
ment with the services on defense contracts, we are required to 
distribute—— 

Mr. Yates. We hope that you will be able to amend that definition 
very shortly, because we do not think it is a very good definition. But 
that is something that you are not responsible for. It is something 
that is within our province and that of the Defense Department. 

Mr. Crontn. I was going to say I thought I was pretty helpless to 
change the definition. 

Mr. Mutter. No more helpless than we are. 

Mr. Yates. Let us get back to Mr. Kettering. He is a very great 
man whose ideas deserve great consideration. You say that the test 
at Jones Mills proved successful. What do you mean by that? Sue- 
cessful in what sense? Did you find as a result of it that you were 
saving money, that it helped reduce your costs, that it increased profit? 
What did this test show ? 

Mr. Crontn. Well, to begin with, I think that initially Mr. Ketter- 
ing, Mr. Evans, Mr. Kyes, who were in on the decision to have a go 
at hot metal, felt that there was a challenge to General Motors to 
see what could be done to improve the art of aluminum casting fore- 
seeing the day not far away when our use of aluminum would increase. 
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First we put a little pilot line in at Jones Mills to see what we could 
do, and that seemed successful in terms not necessarily of saving money 
and operating efficiently, put 1n terms of success in doing the process. 

I should state that there are obstacles to economic success in having 
a plant either at Jones Mills or at Massena. The user who agrees to 
a hot-metal contract, I should say, does not select the geography of 
the plant. He must go where there is an aluminum-reduction plant. 
And it goes without saying that neither Jones Mills nor Massena is 
near the center of our geographic use of the castings that are produced 
there. 

Mr. Yates. Why did you not put in your own plant then? General 
Motors presumably has enough money to put in its own line. Why 
did you then go to Massena if it is not in an appropriate geographical 
location and although the results of your test at Jones Mills has shown 
that this is an operation that you should perform? Why did you not 
put it in the most economic location ? 

Mr. Cronin. We did not have the opportunity in Massena. 

Mr. Yates. You mean Reynolds was already there ? 

Mr. Cronin. No. Reynolds was not at Massena at the time, but 
Reynolds was negotiating a power contract with the New York Power 
Authority, and I believe had options on the land. 

Mr. Yates. Where would be the most economic locations—in De- 
troit? Would that be the most economic location for such a plant? 

Mr. Cronin. When I speak of the distribution, the geographic cen- 
ter, I would select a spot in Ohio or in Michigan in order to save the 
freight costs, the excess freight costs of moving finished castings from 
Jones Mills or Massena to the point of use, over the cost of moving pig 
an equivalent distance. 

In addition to that 

Mr. Yates. I wonder why, then, you did not build your own plant? 

Mr. Cronin. Why then we would be in the aluminum business. 

Mr. Yates. For your own needs? The history of the automobile 
business is one in which the company purchases its supplies from 
time to time when they can use them. I remember, for example, that 
Chrysler took over the Briggs Body Co. at one time, and I remember 
that you have taken over various companies. Why, then, should 
you not build your own plant? You would not be in the aluminum 
industry. Presumably you would be engaging in a further vertical 
integration, would you not? 

Mr. Crontn. Not if we had to buy bauxite and convert it to alumina 
and then into molten metal. It would seem to me that we would then 
be in the aluminum business. 

Mr. Yares. It is cheaper then to buy the metal from Reynolds 
instead of putting in your own plant? 

Mr. Cronin. I have never analyzed those costs, Mr. Chairman. 

Mr. Yates. I am sorry about this deviation. It seemed to me, 
though, that when you talked about the fact that it was not in the 
most economic location, I thought it strange that General Motors 
should not locate its plant in the most economic location. 

Mr. Crontn. We probably would if the reduction plant were more 
centrally located. But in addition to our higher freight costs of 
shipping finished castings from Massena and Jones Mills, we have a 
problem—which I am sure Congressman Multer will appreciate—that 
the north country around Massena is not industrialized. 
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Mr. Muurerr. Mr. Riehlman is hoping that it will be. That is near- 
where he lives. 

Mr. Rreniman. It is moving that way rapidly, sir. 

Mr. Cron1n. I hope that we can make a contribution to that growth. 

Mr. Rreuntman. I sincerely hope so, and I am sure you will. 

Mr. Muurer. And I think it will help New York City, too. 

Mr. Cronin. I am sure it will. But in the meantime, we have a 
job of getting a labor force and thinning out, I might Say, our technical 
folks and spreading them from Massena to Jones Mills to our tech- 
nical center, in order to spread the know-how and technology. 

Mr. Mutrer. What assembly plants does Chevrolet now have in 
the East ? 

Mr. Cronin. Tarrytown, N. Y., is the largest one, I think, in the 
East. 

Mr. Murer. You have several others, though, too, in the East, do 
you not ¢ 

Mr. Crontn. Oh, yes. We have BOP assembly plants at Framing- 
ham, Wilmington, and at Linden, N. J. 

Mr. Mutter. Actually you are going to save freight by having these 
arts made in Massena, and instead of shipping ingots and pig and 
aving it made out in Detroit or somewhere else and then shipping 

the part to these assembly plants, you are going to have less freight 
when you take the metal at Massena and then ship the parts to these 
assembly plants? 

Mr. Crontn. Hardly, because the only point of advantage will be 
Tonawanda, N. Y. These castings will all have to go not to the 


assembly plants but to the engine and transmission plants in Flint, 


Cleveland, Toledo, Tonawanda, and Saginaw. 
‘ Mr. Mutrer. I guess the price is going to go up again instead of 
own. 

Mr. Yares. Continue as to the reasons why you decided to go into 
the hot metal contract. You started out by saying there were certain 
disadvantages. You never got around to giving us the advantages. 

Mr. Crontn. The advantages were an assured source of supply 
on a continuing basis, and what we thought was an attractive cost. 

Mr. Yates. Is the cost factor more attractive ? 

Mr. Cronin. Yes; the purchase price is lower. 

Mr. Yates. In the manufacturing process ? 

Mr. Crontn. On a per pound basis. I have never run a study of the 
added cost of helding the hot metal in our furnaces. Say, take the 
output of 1 day’s potline and converting it into pig versus continuing 
the process direct from hot metal, and allowing for the added freight 
costs and loss of organizational efficiency previously mentioned. 

Mr. Yates. For my own edification, Mr. Cronin, tell me how this 
process will work in the plant. Reynolds will make the metal in the 
first instance. They will use alumina, having made that from the 
bauxite, and you will give them the chemical formula for use in 
the hot metal that is to be produced ; will you not ? 

Mr. Cronin. Yes, sir. 

Mr. Yares. They will then flow the hot metal into your plant, 
which is right adjacent to theirs ? 

Mr. Crontn. No. We will go over and get it in an over-the-road 
truck, in a big thermos bottle, jug. 

Mr. Yates. You mean it will not flow through ? 
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Mr. Cronin. Oh, no, no. 

Mr. Yates. You see, I have no picture of the location of the plants. 

Mr. Cronin. Yes. 

Mr. Yates. Are the plants intended to be up against each other, or 
will they be separate ¢ 

Mr. Crontn. There is a distance. Let me see if I can estimate it. 
From the point where we pick it up to the point where we deliver the 
contents of this thermos jug into our holding furnaces will be, oh, 
my estimate is around a half to three-quarters of a mile. 

Mr. Yates. This is the first I have heard of a thermos truck. I 
did not know that you could convey molten metal. 

Mr. Cronin. Oh, yes. 

Mr. Yates. Hot metal in a truck ? 

Mr. Cronin. Oh, yes. 

Mr. Yares. Sort of like a truck in which you convey oil? 

Mr. Crontn. Oil or milk. 

Mr. Mutrer. Instead of it being refrigerated, it is heated ? 

Mr. Cronin. No, just insulated. The steel mills use the same 
method with hot steel. 

Mr. Yates. Then I do not understand why they deduct the freight 
factor from your price, because you are a distance away, are you not? 

Mr. Cronin. They do not ship the molten metal. We pick it up in 
our own containers. 

Mr. Yates. How far is your plant from their plant ? 

Mr. Cronin. Pardon ? 

Mr. Yates. Your plant will be half a mile from their plant and you 
will send over these trucks to pick up the hot metal ? 

Mr. Cronin. Yes. 

Mr. Yates. And they are selling you the molten aluminum and you 
then bring it back. Who determines the chemical content? Can you 
change it when it gets to your furnaces ¢ 

Mr. Cronin. Yes; in almost every case or in cases where our specifi- 
cation calls for the use of magnesium, we put in the magnesium on our 
side. 

Mr. Yates. I see. 

Mr. Cronin. Copper, ferromanganese, and silicon are put in by 
Reynolds. 

Mr. Yates. You tell them what to put into the formula initially ? 

Mr. Cronin. Yes. 

Mr. Yares. And then you will pick it up in these thermos trucks ? 

Mr. Cronin. Take it over to our plant and put it in the furnace, 
transfer it to a ladle, run the ladle down the line, pour it mto our 
diecasting machines in the hot stage. 

Mr. Yates. How far can one conveniently transport hot metal ? 
Suppose you were 2 miles away or 3 miles or 5 milesaway. Could you 
transport hot metal that distance ? 

Mr. Cronin. Oh, yes. 

Mr. Yates. Can you tell us how far one can do it 

Mr. Cronin. Notaccurately. Ican give you an estimate. 

Mr. Yates. All right. 

Mr. Cronin. It would be practical to transport it for such a length 
of time as to pour it out in an hour and a half. Now, whether that 
is 10 miles or 15 or 25—— 
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Mr. Yates. You know, your oe this morning is very inter- 
esting. I get a new and completely different picture of this process 
now, and I think I can see some basis for Mr. MeConnell’s testimony 
yesterday that this is a fourth product that is being sold. 

Pig, ingot, and billet are usually considered the three basic products 
of a primary aluminum manufacturer; but now, if you can transport 
this hot metal, I can see that a company could sell it and ship it to an 
outside company, something which I had not contemplated before. 

Mr. Moutrer. Mr. Chairman, it is still not a fourth product. It is 
the same product in a different form, just as you can presently trans- 
port a gas or a liquid or a solid. It is still the same product in a 
different form. 

I can easily foresee that just as today you use your refrigerated 
freight car, you might be able to use a thermos freight car to transport 
this flowing metal or this hot metal for great distances, if you have a 
measure of keeping the same temperature of the metal during trans- 
portation. 

We got a different picture yesterday. Yesterday, it seemed to us 
from Reynolds’ testimony that this was to be a continuous process 7 
days a week, 24 hours a day. 

Mr. Cronin. It is. 

Mr. Mutrer. Keeping the metal running and flowing ? 

Mr. Cronin. It is. 

Mr. Mutter. Keeping it flowing all the time? 

Mr. Crontn. It is. It is a continuous, 7-day operation for Reynolds, 
but a 5-day operation for us. In other words, we do not work 7 
days. 

Mr. Yates. On two of the days, Reynolds wi make pig for its 
own use? 

Mr. Cronin. No; for our account. 

Mr. Yates. Oh ,you will buy pig ? 

Mr. Cronin. Oh, yes. You see, we buy two kinds of metal under 
this contract. 

Mr. Yates. You buy pig and you buy molten metal ? 

Mr. Cron1n. We buy molten metal and use it 5 days a week, if that 
is the number of days we are casting in our plant. The other 9 days, 
Saturday and Sunday, for example—— 

Mr. Yates. Where will the pig be used ? 

Mr. Cronin. At Bedford. 

Mr. Yates. At Bedford, Ind.? Will it not be used in your plant 
at Massena ? 

Mr. Cronin. Oh, no. 

Mr. Yates. Is it possible that some of the pig may be used in your 
plant at Massena ? 

Mr. Cronin. No. 

Mr. Yates. Did you say “No” to that? 

Mr. Cronin. It would be highly improbable and very impractical 
to move it up to Massena in pig form. 

Mr. Yates. In other words, the only metal you contemplate using 
at this particular time is the molten metal ? 

Mr. Crontn. Oh, yes. 

Mr. Yates And not using the pig? 

Mr. Cronin. Not using pig. 
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Mr. Murer. Five days a week you will be transporting by truck, 
thermo truck, the hot metal from the Reynolds plant to your plant. 
The other 2 days a week, when you are not casting, what tenes to 
the hot metal? 

Mr. Cronin. Reynolds converts it into pig; ships the pig to our 
Bedford foundry for our account. 

Mr. Morrer. Thank you. 

Mr. Yates. You pay a different price for that ? 

Mr. Cronin. Oh, yes. 

Mr. Yates. You pay the published price for the pig ? 

Mr. Cronin. That is right. 

Mr. Yates. And what is your price for the molten metal? Is it the 
published price less the freight factor and less a 10-percent dis- 
count ¢ 

Mr. Cronin. May I read from our contracts? 

Mr. Yates. Yes; you may. 

Mr. Cronin (reading) : 

The price of molten metal delivered hereunder at seller’s reduction plant lo- 
cated at Jones Mills, Ark., shall be computed on the basis of the following 
formula: The list price of 99-plus pig which is to be established on the basis 
of the Engineering and Mining Journal average for the month preceding—— 

Mr. Yates. May I interrupt you, Mr. Cronin? Are you reading 
from a contract which was introduced in the record yesterday? What 
is the date of the contract you are reading from? 

Mr. Crontn. This is dated the 23d of July 1952. 

Mr. Yates. That contract has already been introduced into the 
record, and you would be reading what paragraphs? 

Mr. Cronin. Section 3, under “Price.” 

Mr. Yates. We already have that in the record, and I do not think 
it is necessary for you to read all of paragraph 3. 

Mr. Cronin. All right. 

Mr. Yates. There is an amendment to that contract, is there not, 
to bring the price down to date? Or am I in error on that? Was 
that contract amended for the Massena operation ? 

Mr. Cronin. It was amended, but I do not believe-——— 

Mr. Mutter. September 26, is it not ? 

Mr. Cronin. September 26, 1955, the contract was amended. The 
words in the pricing paragraph were changed. 

Mr. Mourer. Did the formula remain the same ? 

Mr. Cronin. No change in the formula. 

Mr. Yares. I have here what purports to be a copy of your con- 
tract dated September 26, 1955, with Reynolds Metals. Can I show 
this to you? Is that a copy of the contract you have? If it is, it may 
go into the record at this point. 

Mr. Boone. I can tell you in a minute, because I drew it. 

Mr. Muurer. May I suggest, Mr. Chairman, it be received for the 
record, subject to correction, if there is any correction. 

Mr. Yates. He is checking to see if it is an exact copy. 

Mr. Boonn. Mr. Multer, this is a photographic copy. 

Mr. Yates. Without objection, it may be received in the record. 
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(The contract referred to is as follows :) 


AGREEMENT OF AMENDMENT 


This Agreement of Amendment dated this 26th day of September 1955, be- 
tween Reynolds Metals Company, a Delaware corporation, with a place of 
business at Jones Mills, Arkansas (hereinafter called Seller) and General 
Motors Corporation, a Delaware corporation, with a place of business at Jones 
Mills Arkansas (hereinafter called Buyer) ; 

Witnesseth : 

Whereas the parties hereto have entered into an agreement which is dated 
July 23, 1952, which provides in substance that Buyer will purchase from 
Seller and Seller will sell to Buyer certain quantities of molten aluminum al- 
loys at their Jones Mills, Arkansas, Plants ; and 

Whereas the parties have found it to be desirable and necessary to amend 
the said contract ; 

Now, therefore, in consideration of the premises and the mutual promises 
herein contained, the parties agree: 

1. That the said contract dated July 23, 1952, between the parties shall be 
amended in the following particulars, and only in those particulars. 

2. That paragraph II entitled “Specifications” of the said contract shall 
be omitted and in lieu thereof there shall be inserted the following : 

“(a) The analysis of the alloyed molten metal to be supplied hereunder 
shall be certified by Seller and checked by Buyer to be as per specifications to 
be supplied from time to time by Buyer. 

“(b) Upon twenty-four (24) hours’ notice from Buyer to Seller, in writing, 
if practical, or upon such further period of time as may be agreed to by the 
parties hereto (the parties hereby agreeing to negotiate in good faith concerning 
any extension of the said period), the specifications may be changed from time 
to time so as to increase or otherwise add to the various elements in the pot 
lines, excepting, however, magnesium which will be added by Buyer in its open 
hearth.” 

3. That paragraph III entitled “Price” of the said contract shall be omitted 
and in lieu thereof shall be inserted the following : 

“The price of molten metal delivered hereunder at Seller’s reduction plant 
located at Jones Mills, Arkansas, shall be computed on the basis of the following 
formula : 

“(The list price of 99 plus pig, which is to be established on the basis of the 
American Metal Market average for the month preceding the month in which 
deliveries are made) less (the average freight cost to Seller of all shipments of 
aluminum pig during the calendar quarter preceding the quarter in which 
deliveries are made; such average freight costs shall be computed by using all 
shipments of pig by Seller, including shipments between Seller’s plants and 
shipments to others, except for shipments or transfers between Seller’s plants 
on which, Seller incurs no freight costs. Computations shall be made at the 
end of each calendar quarter. No change will be made in freight allowance 
unless quarterly computations show a change of at least 0.05 cent per pound 
in average freight costs from that being used and then, in that event, a change 
in allowance will be made equivalent to the change in average freight cost. 
Changes, if any, shall become effective one month following the end of the 
quarterly computation. For instance, if a computation at the end of March 
shows that the freight allowance should be changed, the change will become 
effective on the first of May) less (10 percent multiplied by the aluminum con- 
tent) plus (the percentage of other elements multiplied by their respective 
market prices which are to be established on the same basis as 99 plus pig with 
the exception of copper. Copper shall be included at average cost to Seller of 
me for alloying purposes at its Jones Mills Plant during the preceding 
month).” 

4. That article IV entitled “Payment” of the said contract shall be omitted 
and in lieu thereof shall be inserted the following: 

“At the close of business each Wednesday (which is defined to be Thursday 
at 8 a. m.), Seller shall prepare an invoice to cover the molten metal delivered 
during the preceding week, except on month ends not falling on Wednesday. 
Then there will be two invoices rendered for payment; one covering the re- 
maining days in the month from the preceding Wednesday (as defined), and 
aaa covering the necessary days in the new month to complete a week’s 

illing. 
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“Upon certification of quantities of molten metal received, payment shall be 
made by Buyer within ten (10) days of receipt of invoice covering the preceding 
week’s deliveries. 

“Payment for aluminum pig delivered to Buyer in accordance with the pro- 
visions of paragraph V hereof shall be made on the 10th and 25th prox. 

5. That paragraph V entitled “Delivery Authorizations” of the said contract 
shall be amended by adding the following paragraph thereto: 

“Buyer shall furnish Seller with a written sixty-day schedule of aluminum 
requirements on the eighth day of each month preceding the month of delivery. 
The first thirty (30) days set forth in such schedule shall be considered a firm 
schedule, and the second thirty (30) days will be a forecast of estimated require- 
ments which will be made firm on the eighth day of the following month. 
Seller shall have a period from the eighth of each month until the first day of 
the subsequent month to commence deliveries of that quantity of molten 
aluminum as set forth by notice from Buyer.” 

6. That inasmuch as paragraph V entitled “Delivery Authorizations” of the 
said contract states that the effective date of the contract for the purposes of 
article VII of the said contract shall be the first date upon which Buyer 
gives notice to Seller to commence deliveries, the parties agree that it is desir- 
able to set the effective date. Therefore, the parties have agreed that for the 
purposes of paragraph VII entitled “Term” of the said contract, and for all 
other purposes, the effective date shall be considered January 1, 1954. 

7. That inasmuch as General Motors has formerly raised some question con- 
cerning the meaning of the term “Buyer” as that word is used in the said con- 
tract, and particularly as it is used in paragraph V thereof, the parties agree 
that it means General Motors Corporation as a whole and is not limited to any 
particular plant or division thereof. 

In witness whereof, the parties hereto have caused this instrument to be 
— by their duly authorized officers as of the day and year first above 
written. 

REYNOLDS METALS COMPA.°‘Y, 
By Davip P. REYNOLDS. 


Attest: 
Frep R. Epney, Assistant Secretary. 
GENERAL Morors CORPORATION, 
By ©. R. Ossorn, Vice President. 
Attest: 


J. C. Davipson, Assistant Secretary. 


Mr, Yates. There seems to be some question here as to whether or 
not pig is shipped from your Jones Mills operation to your»Bedford 
plant. Is itt Does Reynolds make pig at Jones Mill which is 
shipped to your Bedford plant? He asked you about Massena. I 
have an inquiry here as to whether it is shipped to your Bedford plant 
from Jones Mills. 

Mr. Cronin. Yes; from the Reynolds plant at Jones Mills. 

Mr. Yates. What is the price that you pay for that pig? 

Mr. Crontn. The regular published price, currently 26 cents. 

Mr. Yates. The word in the automobile industry or the word 
among the purchasers of automobiles is that Chevrolet is the guinea 
pig for General Motors. Is this a test you are conducting at Massena 
to determine whether or not this type of an operation will be feasible 
throughout all your branches, throughout all your automobile 
divisions? 

Mr, Cronin. Oh, no; not by any means, Mr. Chairman. 

Mr. Yates. This will just serve Chevrolet? What happens to 
Cadillac and Buick? Buick, of course, is boasting of its great use of 
aluminum. 

Mr. Cronin. Yes. 

Mr. Yares. I will not use the word “bragging,” but boasting about 
the fact that this is the B-58. 

Mr. Cronin. Oh, yes; our Buick folks are very boastful. 





112 ALUMINUM INDUSTRY 


Mr. Yates. This is the new aluminum car? 

Mr. Cronin. Yes. 

Mr. Yates. There is a greater use of aluminum in the advanced 
engineering design of a 1958 Buick. I ‘haa Chrysler could have 
gone you one better on that ; could they not 

Mr. Cronin. In many of the Buick models except the Special, they 
will average close to 100 pounds of aluminum. The figures I gave were 
a composite of all of our cars. 

Mr. Yates. You mean Buick may use as much as 100 pounds of 
aluminum ¢ 

Mr. Crontn. Oh, yes. 

Mr. Yates. You gave us just the average number ? 

Mr. Cronin. Yes. 

Mr. Yares. Forty-five pounds is just an average? 

Mr. Cronin. That is correct. 

Mr. Yates. Composite average. You would not know how much 
aluminum Buick uses? I would be interested to know what is the 
maximum amount of aluminum used in any one of your cars. 

Mr. Crontn. It has been said that there is 250 pounds in our Cad- 
illac Eldorado brougham. 

Mr. Yates. 250 pounds? 

Mr. Cronin. Yes. 

Mr. Yates. That is not sold generally throughout the country, is 
it? 

Mr. Cronin. Well, it is sold generally throughout the country. I 
mean we would be glad to deliver them. 

Mr. Yates. You do not sell as many of those as you sell Chevrolets? 

Mr. Cronyn. No, not quite, unfortunately. 

Mr. Yates. What is the next car that uses the most aluminum? The 
Buick, probably; is it not? 

Mr. Crontn. The Buick, probably. 

Mr. Yates. And what has been said about the use of aluminum 
in that car? 

Mr. Cronin. Of course, we would have to read Buick’s ads. 

Mr. Yates. Well, I read it and I do not remember the amount. 

Mr. Crontn. The photograph that I attached to my statement was 
all of Buick’s parts, and I believe those parts add up to something 
like 108 or 110 pounds. 

Mr. Yates. at will happen as a result of this new technique of 
using hot metal? What will happen to your 171 suppliers? Will 
that number be reduced ? 

Mr. Crontn. I do not expect so. In fact, it is my sincere hope that 
that number will grow as time goes on. 

Mr. Yates. What happens to companies that supply you with sec- 
ondary ingot? Will you still be buying secondary ingot from them? 

Mr. Crontn. Oh, yes. 

Mr. Yates. And the diecasters—will you still be using diecasters? 

Mr. Crontn. Oh, yes. 

Mr. Yares. To the same extent? 

Mr. Crontn. It is my hope. 

Mr. Yates. You hope for an expansion of the automobile business 
to the point where you will be able to use at least as many of the 
outside firms as you are using now ? 
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Mr. Cronin. That is correct; including anticipated increase in the 
amount of aluminum per car. 

Mr. Yates. Would you not get more business if your prices were 
reduced instead of being increased? Is there not a hope for that in 
the future? I am asking this question as a consumer myself and for 
all the other consumers. 

Mr. Crontn. I have heard it stated. 

Mr. Yates. What is your opinion? Do you think there is a chance 
of prices of automobiles going down ? 

r. Cronin. Not with the general trend of prices upward for 
everything. 

Mr. Yates. Does General Motors, to your knowledge, own any 
bauxite mines ? 

Mr. Cronin. No, sir. 

Mr. Yates. Does General Motors have any facilities for making 
primary metal? 

Mr. Crontn. No, sir. 

Mr. Yates. In your contracts with Reynolds, do you have any op- 
tion to buy any of their plants? 

Mr. Cronin. No, sir. 

Mr. Yates. You do not contemplate that General Motors will be 
taking over the Reynolds Co., as you have other plants in the past? 

Mr. Crontn. No, sir. 

Mr. Mutter. In 1952 when you decided the pilot-plant operation at 
Jones Mills was a practical operation and went into full operation 
there, you then put to work some 275 people at that location? 

Mr. Cronin. I mentioned that as about the average employment at 
Jones Mills. 

Mr. Mutter. Now, as a result of that operation, did you dispense 
with any of your suppliers ? 

Mr. Crontn. No. We dispensed primarily with the making of 
gray-iron castings in our own foundries. 

Mr. Mutter. Could you get up for us and submit to us a tabulation 
showing the number of supplies with 100 employees and less, the 
number of suppliers with 100 to 250 employees, and the 
number of suppliers with more than 250 employees, and also the 
aggregate amount of business done with each of those three classifi- 
cations during the years 1956 and 1957 ? 

Mr. Cronin. Let me see if I understand. For the years 1956 and 
1957 and with respect to our 171 suppliers, a breakdown of the number 
who have employees numbering 1 to 100; second, 100 to 250; and third, 
over 250 ? 

Mr. Muurer. Yes. 

Mr. Yates. Up to 500? 

Mr. Mutter. No. 

Mr. Damas. Mr. Chairman, because of the 500 rule, should we not 
have the break between 250 and 500 also, and then over 500? Zero to 
100, 100 to 250, 250 to 500, and over 500? 

Mr. Muurer. Yes; give us the classification of 250 to 500, and then 
over 500, and then the aggregate dollar amount of business done with 
each of those 4 classifications. 

Mr. Crontn. I believe that can be supplied. 

Mr. Mutter. We would appreciate it is you could get that to us. 

(This material appears in the appendix, p. 467.) 
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Mr. Moutrer. Now, I assume—correct me if I am wrong—that none 
of these 171 suppliers is owned or controlled by General Motors? 

Mr. Cronin. None of them. 

Mr. Murer. Am [ also safe in assuming that there is no proprietary 
or stock interest of General Motors in any of these supplier companies? 

Mr. Cronin. That is correct. 

Mr. Murer. Does General Motors have any proprietary stock in- 
terest in any of the aluminum companies—Reynolds, Alcoa, Kaiser? 

Mr. Cronin. Not to my knowledge. 

Mr. Muurer. That goes for Harvey and Alcan ? 

Mr. Cronin. Yes. 

Mr. Mourer. And Anaconda ’ 

Mr. Cronin. That is correct. 

Mr. Mutter. In talking about your Alcoa contract, in talking about 
— purchases from Alcoa, you indicated you have no contract there 

ut you have an allocation. 

Mr. Cronin. With Alcoa? 

Mr. Mutter. Yes. 

Mr. Cronin. Yes; we have no formal written contract, as we have 
in the other instances that I mentioned, but we have a buyer-supplier 
agreement that they will furnish us on demand. 

Mr. Mouurer. A particular percentage of your needs or a particular 
percentage of their production ? 

Mr. Cronin. Up to 17,400,000 pounds a year. 

Mr. Muurer. So that upon demand from General Motors, they must 
supply ou with that quantity of pig? 

r.Crontn. Yes, that is pig. 

Mr. Mouurer. What about the price ? 

Mr. Cronin. Published price, the regular price. 

Mr. Motrer. And your contracts with Kaiser and Anaconda and 
Reynolds all call for published price, except for hot metal ? 

Mr. Crontn. Oh, yes, sir. 

Mr. Mutter. And your hot metal price is based on published price, 
too? Itis part of the formula? 

Mr. Cronin. That is correct. 

Mr. Mouurer. What about Alcan? What isthe price there? 

Mr. Cronin. Published price. 

Mr. Mutrrr. The reason for incorporating in your contracts the 
nee price was so that you would get the advantage, General 

otors would get the advantage of any reduction of price, and the 
seller would get the advantage of any increase in price; am I right, 
sir? It isa reciprocal benefit so that if the price goes down General 
Motors gets the benefit of the decrease in price, and if the price goes 
up, you pay the increased price, am I right ? 

Mr. Cronin. That is correct. 

Mr. Motrer. Is it not strange, has it not occurred to General Motors 
that it is strange that the price, the published price, has always been 
identical whether it is Alcoa, Anaconda, Kaiser, or Reynolds? 

Mr. Crontn. It is a coincidence that I think we have to live with 
in the purchase of aluminum. 

Mr. Mutter. Do you have to live with it? Have you made any in- 
—_— as to why it is identical? All these plants are operating in 

ifferent places and we are told there are different wage scales in 





~~ RO oh Oe ch oe Oe 





it 


'e 
r 


st 


id 


al 
he 
it, 
al 
es 


Nn 
th 


n- 
In 
m 


_— fae oe ey eer 


BET oS Sey SRN A 


ALUMINUM INDUSTRY 115 


these different places. Obviously the freight costs are different, not 
the freight rates necessarily, but there are different amounts for the 
freight to bring the bauxite from a farther point to a plant and then 
to process it. ‘There must be some difference in the cost. In one plant 
they are producing 58,000 tons; another place, another plant produces 
200,000 tons. There must be some difference in efficiency and cost of 
operation. 

Have you not made any inquiry as to why the price is identical from 
all these sources of supply ¢ 

Mr. Cronin. Not as to why the prices are identical. Why the price 
is as itis. As a buyer, I am interested in getting the best price pos- 
sible, so that I am constantly on the lookout to save money. 

Mr. Mutter. What answer do you get to these queries that are 
puzzling me, particularly today we are told there is a greater supply 
than there is a demand? I can understand where the demand ex- 
ceeds the supply the seller is in a position to say, “Look, under the free- 
enterprise system, you will have to pay me what the traffic will bear.” 
But that does not exist today. The supply exceeds the demand. 

Why should you have to pay the identical price in each place? 

Mr. Cronin. As a buyer I only know that I must be submissive 
after I have done my best to negotiate a better price, submissive to 
their quotations. And if I need their product, I have to pay for it. 
We = the best job possible in our negotiations to get the best price 

ossible. 
Mr. Mutter. What inquiries, if any, have been made on behalf of 
General Motors of these companies as to why the price coincidentally 
is always the same? 

Mr. Cronin. To my knowledge, no such inquiry has been made. 

Mr. Mutter. The price at the Massena plant is also published 
price with a differential fixed by the formula for the hot metal? 

Mr. Cronin. Yes, that is correct. 

Mr. Mourer. Thank you, Mr. Chairman. Thank you, Mr. Cronin. 

Mr. Yates. Mr. Riehlman? 

Mr. Rrentman. No questions. 

Mr. Yates. I have 1 or 2 more questions. Did you before enter- 
ing into the contract with Reynolds have any discussions with the 
her primary producers to find out whether they would furnish hot 
metal to you # 

Mr. Crontn. Before we entered into the Massena contract. 

Mr. Yates. You did? 

Mr. Cronin. We did, yes. I talked to Kaiser and Alcoa. As Mr. 
Rhoades said yesterday, he is not ready today and he was not ready 
at that time. Both of them at that time were busy with expansions, 
Kaiser at Chalmette and Alcoa at Ravenswood, and because of their 
heavy financial obligations and the job of getting the facilities work- 
ing, they passed at that time. 

r. Yates. Were they willing to offer you the same deal that 
Reynolds was? 
a Cronin. Our negotiations did not reach a pricing stage, Mr. 
ates. 

Mr. Yates. If there are no further questions, the committee thanks 
you, Mr. Cronin, for your very enlightening and illuminating testi- 
mony. Weare grateful to you. 

Mr. Cronin. Thank you. 
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Mr. Yates. Mr. Ward, please, from Ford Motor Co. 

Good morning, Mr. Ward. 

Gentlemen, we have with us Mr. Earl Ward, who is a vice president 
in charge of purchasing for the Ford Motor Co. We are pleased to 
have you, Mr. Ward, and if you have a statement at this time, you 
may proceed. 


TESTIMONY OF EARL WARD, VICE PRESIDENT, PURCHASING, FORD 
MOTOR CO.; ACCOMPANIED BY GENE KNUTSON, PURCHASING 
DEPARTMENT; AND DONALD QUAIFE AND RICHARD I. FRICKE, 
COUNSEL 


Mr. Warp. My name is Earl Ward, employed by Ford Motor Co, 
I am vice president, purchasing. I have with me today Mr. Gene 
Knutson, Donald Quaife, and Richard I. Fricke. 

Mr. Chairman and members of the committee, I appreciate very 
much this opportunity to tell you something of our plans for using 
aluminum in our products at Ford Motor Co. 

As I understand it, your committee is interested in the supply and 
demand outlook for aluminum over the long range. The predominant 
use of aluminum by the company is in its production of passenger 
cars and trucks, although relatively small quantities are also used 
in its tractor engines. I will, Rcetioes direct my remarks primarily 
to our anticipated uses in the automotive field. 

As you undoubtedly are aware, for many years aluminum has been 
a useful material in the manufacture of automobiles and trucks. For 
a number of years it has been recognized as a highly desirable material 
in the manufacture of pistons. Other automotive uses, such as cylin- 
der heads and front-engine covers, antedate this development. In 
recent years, however, with the improvement in aluminum alloys and 
techniques for fabrication of aluminum, and with the developing 
demands for a material having the penpertee that aluminum possesses, 
there has been an increasing usage of this metal in both passenger cars 
and trucks. 

Our records indicate that the weight of aluminum used in the manu- 
facture of Ford cars averaged 17 pounds in 1950. At that time, con- 
sideration was being given to expanding the role that this versatile 
metal would play in our products. When the Korean conflict dis- 
rupted the normal flow of materials, however, any plans for expansion 
of the use of aluminum had to be curtailed. 

When civilian supplies of aluminum became more freely available 
in 1954, we menial additional aluminum casting for the components 
of our automotive transmissions and employed additional aluminum 
on other parts of our vehicles. By 1955 Ford-model cars utilized an 
average of 32 pounds of aluminum and by 1957 this amount had in- 
creased to 35 pounds. Our new 1958 Fords, by comparison, utilize 
an average of 48 pounds of aluminum, an increase of 50 percent over 
1955. The comparable figures for our new medium and higher priced 
models are 55 and 73 pounds, respectively. 

In connection with the design of the automobiles and trucks to 
be produced by Ford Motor Co. in future years, we are giving constant 
consideration to the use of aluminum for the many parts of the vehicle 
where its properties may be advantageous. The extent to which 
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aluminum will be used is dependent, of course, upon a number of 
factors, including the technological developments in the industry. 
Styling trends obviously enter into the picture, as does the question 
of the relative economy of the metal as compared with an alternative 
material where either one would be equally suitable from functional 
and styling standpoints. 

In addition, the increase in demand for passenger cars, which should 
come about in the future with the increase in population as well as the 
continued trend toward suburban living, would naturally result in 
more demand for aluminum even if the present metal usage per vehicle 
were to remain constant. 

The various members of the aluminum industry, as well as our own 
engineering staffs, are constantly studying new applications for the 
use of this material in passenger cars and trucks and are working on 
the solution of technological problems which prevent its current use 
for certain purposes. 

In addition, our suppliers are continually bringing to our attention 
possible new applications for the material. Among the suggestions 
that have been made are those relating to the use of aluminum for 
front and rear bumpers, major engine castings, exterior body skin, 
and integral wheel and brakedrum castings. we atesth that the 
properties of aluminum make it desirable for broad application in 
automotive vehicles, we have been considering its use in several cate- 
gories as follows: 

ELECTRICAL PARTS 


Since aluminum is second only to copper as a reasonably priced 
metallic conductor of electricity, our hee engineers have 
worked on several projects involving the use of aluminum for this 
purpose. The potential applications involve wiring and battery 
cables, generator and starter coils, and other component parts of elec- 
trical accessories. 


COMPONENTS INVOLVING HEAT EXCHANGE 


Aluminum also has fine thermal conduction properties which we 
believe will find a place in auto radiators, heaters, air conditioners, 
and oil coolers. Development work in this area has progressed satis- 
factorily, indicating that there is significant potential for aluminum 
in these products. 

DECORATIVE TRIM 


More and more applications of aluminum are made in the styling 
area, Aluminum ia tetastens have come up with highly acceptable 
style tones and designs in anodized aluminum. We now have on our 
current products side body ornamentation of anodized aluminum as 
well as grilles, lamp bezels, and other exterior trim parts. 


STRUCTURAL AND FUNCTIONAL PARTS 


Aluminum has long been a popular material for die and permanent 
mold castings, and for this purpose is superior to other metals in many 
respects. Where strong, igntweights thin-walled castings with close 
tolerances are required, we generally specify aluminum alloyed mate- 
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rial. The many aluminum castings now made for our engine and 
transmission assemblies are examples of this application. We envisage. 
the possibility of further application of aluminum castings to these: 
products. In addition, it is quite possible that we will find aluminum 
castings economically and functionally advantageous for use in such 
products as power-steering and power-brake assemblies and for certain. 
chassis parts. 

As I have mentioned previously, there are technological problems 
that must be solved before some of these potential applications can 
be realized. In view of this fact and the other factors which affect 
the use of aluminum in competition with other metals and materials, 
it is impossible to predict with assurance the extent of aluminum usage 
in the car of the future. On the basis of our best projections, however, 
it is our belief that such cars will contain substantially more aluminum 
than the models we are now producing. Our plans for the immediate 
future are indicative of this trend, for it is estimated that the alumi- 
num content of our 1959 models will increase approximately 10 per- 
cent over 1958. 

In 1955, after an appraisal of the aluminum situation in relation to 
automobile production, Ford Motor Co, foresaw its accelerating need 
for this material, with the predominant requirements in the castin 
area. It seemed evident that secondary aluminum could not be relied 
upon as a dependable source for satisfying this need, since the fore- 
casted maximum requirements of castings for Ford Motor Co. alone 
would absorb more than 25 percent of the total annual supply of 
secondary aluminum. Obviously, the impact of purchases of second- 
ary aluminum of this magnitude would have a considerable influence 
on its price. 

After canvassing the available possibilities, there appeared to be 
definite advantages from the standpoint of operating efficiency in 
locating a casting plant adjacent to an aluminum production plant, 
so that the molten metal from the aluminum plant could be intro- 
duced directly into the casting operations, to the extent feasible, with- 
out the necessity of pigging and reheating the metal. 

As a measure of our confidence in the future of aluminum in our 
automotive products, we entered into a 10-year contract with Reynolds 
Metals Co. under which Ford constructed a casting plant and Rey- 
nolds added new capacity to its primary aluminum facilities in Ala- 
bama and agreed to sell us a quantity of molten aluminum from its 
output. 

ord also increased its aluminum parts capacity in an Ohio plant 
and added sizable casting operations to a new Michigan plant, the 
net effect of which has been almost to double our use of secondary 
aluminum. We expect to continue to obtain this aluminum from sup- 
pliers of secondary metal. 

To summarize my remarks, a rapid growth has already taken place 
in the use of aluminum in our automotive products in recent years. 
I have pointed out a number of other areas where aluminum might be 
supplied to the products we will be producing in the years to come. 
Whale, of course, no one can accurately predict the future, we at Ford 


are optimistic as to the prospects of the continuation of this growth. 
Thank you, Mr. Chairman. 
Before concluding, Mr. Chairman, I would like to make this ob- 
servation which I believe will help to place this molten-aluminum sit- 
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uation in proper perspective. In 1954 our demand for all aluminum 
products was approximately 56 million pounds per year. By 1959 
we estimate that our demand for aluminum products will be about 
127 million pounds per year, an increase of 71 million pounds per year 
during this brief 5-year period. 

This compares with the 64 million pounds per year under the molten- 
metal contract with Reynolds. Furthermore, we believe that the trend 
toward greater use of aluminum parts will vary from outside suppliers 
large and small and will increase in future years. Thank you. 

Mr. Yates. Thank you for a very fine statement, Mr. Ward. 

Have plans been drawn, worked out, for the operation of the Ford 
plant at Listerhill? Do you know where its location will be with 
respect to the Reynolds Co. ? 

Mr. Warp. I cannot tell you the exact distance, Mr. Chairman, 
but it will be, I would presume, within a half a mile, three-quarters 
of a mile. 

Mr. Yares. Will you receive the molten metal in the same manner 
that General Motors will receive it at Massena ? 

Mr. Warp. Yes; we will convey it in our own conveyances. 

Mr. Yates. These are thermos trucks ? 

Mr. Warp. They are trucks with thermal properties, let us say. 

. Mr. Yares. I cannot envision one of these. Is this like a refrigerator 
truck except that it is for the reverse purpose ? 

Mr. Warp. It is an insulated truck, jet me say somewhat of a vat. 
As we receive it, we put it on hoists and move it into our plants and 
dump it into holding furnaces, which is hot metal. 

Mr. Yates. These trucks will receive the hot metal in some sort 
ofa drop? 

Mr. Warp. That I do not know. 

Mr. Yates. There has to be some device which will load the trucks 
with hot metal. 

Mr. Warp. That is right. Then we convey the metal] to our plants, 
hoist it and put it into our holding furnaces from which we draw 
it to make our castings. 

Mr. Yates. Is yours a 7-day operation in contemplation or 5 days? 

Mr. Warp. Seven days. We anticipate taking hot metal 7 days and 
operating the plant 5 days. 

Mr. Yates. How will you use the hot metal the other 2 days? 

Mr. Warp. We will hold it in the holding furnaces. 

Mr. Yates. Will you continue to buy pig, too? 

os Warp. We will buy pig in the event we cannot utilize the hot 
metal. 

Mr. Yates. This contract as you stated is for 64 million pounds. 
When will this plant go into operation ? 

Mr. Warp. We are in operation at the moment on a small scale. 
a Yates. What portion of your 64 million pounds are you getting 
now ? 

aah Warp. I would say in 1958 we will perhaps get 15 to 18 million 
pounds. 

Mr. Yates. What were the maximum and minimum figures in that 
contract? I don’t remember. 

Mr. Warp. Sixty-four million pounds, and then we have an oppor- 
tunity to increase the contract tonnages in any 5 years by 15 percent. 
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We have an opportunity to reduce the tonnage by 10 percent, but if 
we reduce the tonnage below the 64 million pounds, it is necessary for 
us to add that to the end of the contractual term. 

Mr. Yates. Your contract is different than General Motor’s con- 
tract ? 

Mr. Warp. Yes; we have a fixed amount, and as I heard this morn- 
ing, theirs is a maximum. 

r. Yates. Where did you buy your pig before you entered the con- 
tract with Reynolds? 

Mr. Warp. We used so very little; we had been using secondary 
metal, and we will continue to use secondary metal. 

Mr. Yates. From whom did you buy your secondary metal ? 

Mr. Warp. A number of suppliers. We have a list here of about 15, 

Mr. Yates. Did you buy them from the primary producers ? 

Mr. Warp. Yes, Alloy & Chemicals Manufacturing. I will give 
you the major ones first. That was one. Aluminum & Magnesium, 
Inc., Apex Smelting, Federated Metals, American Smelting & Refin- 
ing, and then going down, Samuel Greenfield, Kaiser Industries. 

Mr. Yates. Are any of the companies from whom you bought your 
secondary pig considered as small businesses ? 

Mr. Warp. Oh, yes; of the total of raw material suppliers, 10 were 
small, 7 were large. 

Mr. Yates. When you say “small”? 

Mr. Warp. Under 500. 

Mr. Yares. Under 500 employees? 

Mr. Warp. You, I presume, may want to take exception to the 500 
again. 

Mr. Yates. This has been Mr. Multer’s crusade. I will let him ask 
you about that. From whom did you buy castings and bar and rod 
and other aluminum ? 

Mr. Warp. Bar and rod came from the same people. 

Mr. Yares. From the same people? 

Mr. Warp. Yes; we have very little use for-—— 

Mr. Yates. What about castings? 

Mr. Warp. Castings, we have a total here of 85 suppliers. 

Mr. Yates. Will you continue to use those suppliers ? 

Mr. Warp. We certainly hope to. 

Mr. Yates. But isn’t one of the purposes of putting an operation 
of this type in to make more and more of your own castings? 

Mr. Warp. Certainly we hope to make our castings to the extent 
of our contractual obligations for metal, but we certainly hope we are 
not going to affect our present suppliers. There may be some tempo- 
rary dislocations, but we hope if there are, it would be very temporary. 

Mr. Yates. Did you discuss with any of the other producers the 
possibility of their providing you with the same kind of facilities 

Mr. Warp. Yes; we did. 

Mr. Yates. As Reynolds does? 

Mr. Warp. We asked the three major producers. We also asked 
American Smelting & Refining and Apex Smelting Co. 

Mr. Yates. What did you ask them for? 

Mr. Warp. We—in negotiating for a contract for molten metal—— 

Mr. Yates. And Alcoa refused ? 

Mr. Warp. They declined, let me say. 
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Mr. Yates. What about the other companies ? 

Mr. Warp. They quoted. 

Mr. Yates. Were their prices higher than Reynolds? 

Mr. Warp. Obviously; or we would not be doing business with 
Reynolds. 

r. Yates. It wasn’t exactly obvious because I wondered whether 
they were in a position to furnish the quantities. 

Mr. Warp. It is obvious to me, sir. 

Mr. Yates. I see. You put a certain quantitative figure and you 
asked them for a price? 

Mr. Warp. That is right. 

Mr. Yates. Over a 10-year period, on the same terms that you have 
with Reynolds? 

Mr. Warp. Yes. 

Mr. Yates. You say you asked them for hot metal. Is that what 
I understood you to say ‘ 

Mr. Warp. Yes. 

Mr. Yates. How could anybody furnish you with hot metal except 
at a location near their plant? Would you have built a plant near 
my of these other companies ? 

{r. Warp. I think the other two were to supply secondary, which 
we would then have had to put into our melting furnaces, ws oth than 
holding furnaces for the hot metal that we presently receive. 

Mr. Yares. You did not really ask for hot metal, then, in these 
negotiations ? 

Mr. Warp. We did, because we were aware of the operation that 
General Motors had and the Jones Mill operation, and then we were 
interested in a similar situation, and I believe, if I am not mistaken, 
that two factors would have entered into it. No. 1, the acceptance of 
hot metal, and No. 2, our remelting of metal to obtain hot metal to 
make the castings. 

Mr. Yares. I am afraid I am not as familiar with this manufactur- 
ing process as I should be. I gather the impression—not gather the 
impression—there is a difference, obviously, between a holding furnace 
and a melting furnace. One of those or several of those people to 
whom you addressed your communication would have given you a 
product which would have compelled you to melt. 

Mr. Warp. Yes. 

Mr. Yates. Rather than to hold; is that correct ? 

Mr. Warp. Yes. 

Mr. Yates. So that they would have furnished you this metal in 
the form of a pig or an ingot; would they not ? 

Mr. Warp. That is right; which would have necessitated much 
larger furnaces. 

would like to correct that, Mr. Chairman. I believe all were on 
the basis of molten metal. 

Mr. Yates. All were on the basis of molten metal ? 

Mr. Warp. Yes. The last two, American Smelting & Refining and 
Apex Smelting on the basis of secondary metal, but melted by them. 
Tam sure that is what it is. 

Mr. Yates. Then furnaces would have had to be the same. 

Mr. Warp. Holding furnaces. 
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Mr. Yates. They would have been holding furnaces rather than 
melting furnaces. 

Mr. Warp. That is right. 

Mr. Yates. That is interesting to me for this reason. Did the 
other companies say that they would be in a position to furnish molten 
metal to you? 

Mr. Warp. Mr. Chairman, I was not in these negotiations and I 
understand now from counsel here that these two other secondary 
were not molten. 

Mr. Quatre. I am Donald Quaife. I was not in the earlier portion 
of these negotiations either. All I know is that I was told that we 
solicited quotations on a hot-metal basis from the three major pro- 
ducers. It was my understanding that the two requests with respect 
to secondary metal producers were not on a hot-metal basis. I can- 
not be certain about that, but that is my understanding. 

Mr. Yates. They were on a basis of ingot or pig ¢ 

Mr. Quaire. Pig or ingot; but I do not know the details of that 
situation. 

Mr. Yares. Are the two comparable? Can you compare? They 
are two different articles, aren’t they, when you talk about pig and 
ingot and the molten metal, in terms of price quotations? 

Mr. Warp. Pig and molten? I think they are entirely different, 

Mr. Yates. That is why I wondered why you would contact Apex 
and American Smelting and compare and offer to them on the same 
basis as you offer to the three primary producers. 

Mr. Warp. I presume on the basis that they would supply to us a 
molten metal. 

Mr. Yates. A molten secondary metal ? 

Mr. Warp. That is right. 

Mr. Yates. And therefore not pig or ingot ? 

Mr. Warp. Therefore not what ? 

Mr. Yares. Pig or ingot, as counsel seems to indicate. 

Mr. Warp. Therefore molten metal. 

Mr. Quatre. We can get that. 

Mr. Yares. Aren’t you talking about two different things here! 

Mr. Mutter. May I suggest, Mr. Chairman, that they do not have 
the information; they may be guessing; I think they ought to try to 
get the information. 

Mr. Quaire. That is what I was going to suggest. 

Mr. Yates. That is perfectly all rig cht if you want to do that. I 
would like to find out whether or not the offer went to not only the 
primary-metal producers, the Big Three primary-metal producers 
and who else the offer did go to and what the results were. This is 
the first indication I have seen—— 

Mr. Warp. The result in what way ¢ 

Mr. Yates. The result of the negotiations in a sense. Apparently 
Reynolds gave you the best offer, as you indicated, and therefore you 
were in a position to give them the contract. I was under the im- 
pression that only Reynolds, or Alcoa possibly, or Kaiser could fur- 
nish molten metal in the quantities that you wanted. That is why 
I am interested that you bring these other names in. 

Mr. Warp. Of course, any ‘metal must be in molten form before you 
make your castings. 
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Mr. Yates. That is correct. 

Mr. Warp. Whether we do it or someone else does. 

Mr. Yares. Yes; but aren’t you limited by the distances that you 
wan carry molten metal ? 

Mr. Warp. Not if you have your melting furnaces on your property. 

Mr. Yates. You and I are talking about the same thing, I think. 
You are still limited by distance, and that is the reason you put the 
furnaces on the property. 

Mr. Warp. That is true. 

Mr .Yares. How far can you transport molten metal ? 

Mr. Warp. I do not have that information. 

Mr. Yates. Can somebody in your company tell us? 

Mr. Warp. Oh, yes. 

Mr. Yates. Could you supply that information for the record ? 

Mr. Warp. Oh, yes. 

Mr. Yates. I’d'like to know that figure, too, as to how far you can 
transport molten metal. 

Mr. Mutter. Possibly this might clear it up: Is it within your con- 
templation that, no matter who would supply the molten metal, 
whether it would be primary or secondary, that you would erect a 
plant of your own near that plant where the hot metal was being 
produced ¢ 

Mr. Warp. Yes; that I would say. I would say so; yes. 

Mr. Mutter. And I assume that you must have come to the conclu- 
sion that there was a saving in cost to your company in taking the 
molten metal as against taking the pig or the ingot and melting it 
down. 

Mr. Warp. Yes. 

Mr. Yates. I am told by counsel, who is a pretty good technician, 
that it is not a distance factor as much as it is a time factor. I see 
representatives from the aluminum companies sitting in the audience. 
Can they tell me how long they can keep metal molten ? 

Mr. Warp. About 2 hours, I would say. 

Mr. Yates. Is it a time factor or a distance factor that is involved 
here? I see Mr. Wilmot there. What is it, Mr. Wilmot? 

Mr. Wiumor. First of all, I would say that we have been struggling 
with this term. The technical term for this affair isa ladle. That is 
the vessel in which you transport this metal, and that is an insulated 
affair, and it could be electrically insulated so that the metal could 
remain molten for a considerable period of time. I couldn’t say just 
how long. 

Mr. Mutter. Would that be hours or days? 

Mr. Wiimor. I would think hours. I wouldn’t think it would be 


ays. 

Mr. Yates. If it is electrically heated, it would depend on how 
long you could supply it with electricity, wouldn’t it ? 

Mr. Witmor. Yes. I couldn’t tell you. 

Mr. Hernman. Of course, it would be a nice question whether you 
could take those on public highways. 

_Mr. Wiimor. I understand there they use it on trucks. They 
siphon the metal off from the smelting pots. 

Mr. Yates. I think what we had better do is find some expert that 
could give us the benefit of his testimony on this. Do any of the 
companies have such a man? 

99185—58——9 
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Mr. Warp. Yes; we do. 

Mr. Yares. Can you supply for the record the description of the 
properties of this molten metal and the complications of transporting 
it and how it would have to be done. 

Mr. Warp. Perhaps I could read something to you. 

Mr. Yares. Fine; the committee would like to know about it. It 
is an interesting process. I must confess that when these hearings 
began we had visions of your plant and General Motors’ plant being 
right adjacent to the Reynolds plant, and either a sluice or a conveyor 
belt of some type bringing the molten metal in. The fact that this 
morning it appears that your — and General Motors’ plant are as 
much as a half mile away and that this metal is then being transported 
by truck brings a new factor into the picture, so that I must confess 
that I am not only amazed but entranced by this operation. 

Mr. Mutter. Maybe they will eventually get around to dispensing 
with the truck and simply take this ladle with the heating element 
attached to it and just run it across on a rail from one plant to the 
other. 

Mr. Yates. That is not in contemplation at the present time, is it? 

Mr. Warp. Not to my knowledge. 

Mr. Yares. I would like to have you read what you have. 

Mr. Warp (reading) : 

Reynolds prepares alloys to our specification in carbon-lined iron pots gen- 
erally used for production of aluminum. Molten alloy is siphoned from the pots 
at 1,700° to 1,800° F., skimmed and transferred to ladles for transport to the 
Ford plant. Ford provides specially equipped truck trailers which have the ca- 
pacity to carry two 5,000-pound ladles of aluminum. The molten aluminum is 
produced 24 hours a day, 7 days a week, requiring Ford to staff its casting 
plant around the clock 365 days a year in order to transport and receive metal. 
Upon arrival at the casting plant, the molten metal is poured from the ladles 
into holding furnaces, where it is brought up to heat for alloying, if required, 
and then retained at pouring temperatures until needed for casting. 

Mr. Motrer. That is a little different than the story we heard a 
moment ago from General Motors. They are going to take the hot 
metal only 5 days a week. 

Mr. Warp. I heard that. 

Mr. Motrer. What are they going to do the other 2 days of a week! 

Mr. Warp. I donot know. 

Mr. Yates. He said they were going to pour pig. 

Mr. Mutrer. Your casting plant will operate 7 days a week. You 
will take the hot metal 7 days a week ? 

Mr. Warp. We will take the hot metal for 7 days a week and oper- 
ate 5, 6, or 7, depending on our requirements. 

Mr. Mouurer. But your plant, then, will be so equipped that when 
you take in the hot metal 5 days a week you will be able to keep the 

ot metal for a day or 2 days if necessary ? 

Mr. Warp. Yes; in our holding furnaces; that is right. 

Mr. Yarezs. I get a different picture from what Mr. Cronin testified 
to, too, because I asked him whether this was in the nature of a tank 
car, and he said something like that. But what actually happens 
is you are using the actual ladles of the company, and just ta ing 
them out of their plant, transporting over to yours, pouring them, an 
taking them back; is that right? 

Mr. Warp. I do not know whether they are our ladles. 
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Mr. Yares. They are ladles, anyway, that they are using to do 
this. I’d like to know whose ladles they are, incidentally. Where do 
you take possession of the metal ? 

Mr. Warp. We would take possession of the metal at their plant. 

Mr. Yates. And for any accidents that occur en route the Ford 
Motor Co. would be liable? 

Mr. Warp. Yes. It is not very far. 

Mr. Yates. Mr. Multer suggests we are confused enough at the 
moment. Let’s not get into any legal technicalities on liability. I 
would like to know whose ladles they are; whether you purchase them 
or whether Reynolds supplies them. 

Mr. Warp. We will supply that information. I presume they are 
our ladles, because it so states here that they are to be poured into Ford 
ladles ; so, they must be ours. 

Mr. Yates. Mr. Multer. 

Mr. Mutrer. Mr. Ward, can you supply us with the same informa- 
tion I asked the other gentlemen for, which is a breakdown of your 
suppliers, in categories of 1 to 100 employees, 100 to 250, 250 to 500, and 
500 and over ? 

Mr. Warp. Yes; we will obtain that information. 

Mr. Murer. For 1956 and 1957 ? 

Mr. Warp. For what / 

Mr. Mutter. For 1956 and 1957, and, also, the dollar aggregate with 
each classification. 

Mr. Warp. We will see about gathering that information in going 
back into the record. We will break that down. 

Mr. Mutter. And may I also assume that your suppliers are inde- 
pendent of the Ford Motor Co.? The Ford Motor Go. does not own 
any of those suppliers ? 

fr. Warp. That is right. 

Mr. Mutter. And hasno proprietary or stock interest ? 

Mr. Warp. That is right. 

(All material requested from Mr. Ward appears in appendix, 
pp. 439-441.) 

Mr. Muurer. May we also know whether or not the Ford Co. has 
a en or stock interest in any of the aluminum companies? 

r. Warp. I am sure they do not, not to my knowledge. 

Mr. Muurer. And I think you did say that as you expand your use 
of the aluminum, both the hot metal and otherwise, you do not con- 
template that it will be necessary to dispense with the services of any 
of your present suppliers ? 

Mr. Warp. I would think they would have some temporary dislo- 
cations which we hope will be rectified in a comparatively short time. 

Mr. Mutter. May I ask you for your comments about this business 
of the coincidental, the same price all the time for aluminum? 

Mr. Warp. Obviously so-called identical prices are always disturb- 
ing. We have those difficulties not only with aluminum, we have it. 
with copper, we have it with steel, we have it with practically any 
basic commodity, and it is not related solely to the aluminum industry. 

Mr. Mutter. We were told yesterday we also have it in cigarettes, 
but I suggested then that some other committee ought to get into that. 
But we would certainly like to know what if anything you as the 
purchasing officer for Ford does about that situation. Have you made 
any protests to these companies ? 
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Mr. Warp. Of course we protest whenever prices increase. 
Mr. Mutter. What have you done about aluminum today. Every. 
body agrees the supply exceeds the demand. Unless, as I suggested 
yesterday, we have repeated the law of supply and demand, that means 
the price should come down. What if anything, do you say to your 
suppliers? “The supply is way over demand, why don’t you cut 
my price ?”’ 

Mr. Warp. When supply exceeds demand, something gives, and 
the secondary market gave. The secondary market was considerably 
above the primary market. 

Mr. Motrer. You are talking about the secondary aluminum 
market ? 

Mr. Warp. Yes. 

Mr. Mutter. The tertiary or consuming market got no benefit out 
of it? 

Mr. Warp. Pardon? 

Mr. Muurer. The third market, the consumer market, got no benefit 
out of it ? 

Mr. Warp. If you could measure it. You know what the volume 
or availability of secondary aluminum is, perhaps around 600 million 
pounds. 

Mr. Mutrer. That price did give? 

Mr. Warp. That did give. 

Mr. Mutrer. That dropped ? 

Mr. Warp. But it dropped—— 

Mr. Mo ter. I poking the other day, that the price of scrap has 
dropped, too. 

Mr. Warp. Yes. 

Mr. Mutter. I think they are beginning to cry that the bottom is 
dropping out of the market in scrap. 

Mr. Warp. That is right. 

Mr. Mutter. That means that there is that much more material 
available. Your secondary aluminum is just as good as your primary; 
isn’t it ? 

Mr. Warp. We would very much like to see the price come down, 
but I cannot tell you how it should come down. That is up to the 
industry in establishing the prices. 

Mr. Moutrer. Do not think that I want to take your job from you, 
Mr. Ward, but I think if I was sitting in your place, I’d be raising 
the roof all around the town and with every one of the aluminum 
companies that I am dealing with: “Why won’t you cut my price! 
You've got more than you need. It’s coming out of your ears. Why 
don’t you cut my price?” 

Mr. Warp. Maybe it would be well if we did have you with us, if 
you were successful in such a venture. 

Mr. Motrer. You wouldn’t want me because then I’d go right along 
and say, “Why don’t you pass that along to the purchaser of the 
automobile?” Instead of telling the purchaser the price is going 
up, as you have, not you alone but Chrysler and General Motors, 
too-— 













































Mr. Yates. I haven’t asked him that question yet. 

Mr. Motrer. I'll defer to you. You ask him the question. 

Mr. Yates. Do you see the possibility of the price of automobiles 
coming down in the near future? 
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Mr. Warp. DoI see the possibility? No; I donot. 

Mr. Yates. Can you tell us why? 

Mr. Warp. Yes. Increased labor costs and increased material costs. 
If we could get a relatively stable market with increased productivity, 
J am sure we could perhaps look forward at least to a stationary or 
maybe a reduced price. 

Mr. Moutrer. I had brickbats thrown at me when I sat back here 
and suggested standby price controls when Banking and Currency 
Committee was sitting here in thissame room. You are not suggesting 
price controls ? 

Mr. Warp. Nota bit. 

Mr. Yates. You are going to buy auminum at a cheaper price; are 
you not ? 

Mr. Warp. When? 

Mr. Yates. Under this contract? 

Mr. Warp. We are buying aluminum at what we consider a market 

rice. 
: Mr. Yates. You are buying it at less than the published price? 

Mr. Warp. A market was established for that particular type of 
aluminum. 

Mr. Yatrs. You are buying it at less than the published price, are 

ou not? 
; Mr. Warp. There is no published price of that aluminum. 

Mr. Yates. For molten aluminum ¢ 

Mr. Warp. For molten. 

Mr. Yarrs. You start with the published price and come to your 
conclusions. 

Mr. Warp. That is right. That is the basis for the determination 
of the molten price. 

Mr. Yates. Therefore, it is less than the published price, is it not? 

Mr. Warp. Published price of pig ? 

Mr. Yates. That is right. 

Mr. Warp. Yes; but it is not less than the published price of molten 
because there is no published price of molten. 

Mr. Yares. In the absence of purchasing molten aluminum you 
would buy pig, would you not? 

Mr. Warp. Yes; that is right. 

Mr. Yarrres. And what would you pay for pig? 

Mr. Warp. The market price. 

Mr. Yates. What is the market price for pig? 

Mr. Warp. Twenty-six cents. 

Mr. Yates. That is the published price, too, isn’t it ? 

Mr. Warp. That is right. 

Mr. Yares. And this contract will provide you with aluminum 
at less than the published price, will it not? 

Mr. Warp. At less than the published price of pig aluminum. 

Mr. Yates. That is correct. 

Mr. Warp. Right. 

Mr. Murer. About how much less? 

Mr. Warp. Pardon? 

Mr. Motrer. About how much less? 

Mr. Warp. It is in the contract, I believe, less the freight factor, 
less a 10-percent factor. 
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Mr. Mutrer. Can we arbitrarily say it would be at least 2 cents? 

Mr. Warp. I would say somewhere in that area; yes. 

Mr. Mutrerr. That is going to bring it down to 24 cents. You are 
going to save the cost of taking the pig and melting it down because 
it is already melted. You are going to save the cost of that one proe- 
ess. Have you any idea how much that costs? 

Mr. Warp. I do not know how much saving is involved in that, 
Congressman Multer. 

Mr. Muurer. There is a saving. You told us before you wouldn't 
have taken the hot metal except that there is a saving. 

Mr. Warp. There is a difference I am sure in the investment required 
in melting furnaces versus holding furnaces. What that is, I do not 
know. I am not a manufacturing man, and what the differential 
would be, I do not know. 

Mr. Mvtrer. Certainly whether it is going to be 24 cents or 20 cents 
or somewhere in between, it is going to be less than the 26 cents you 
are paying for pig? 

Mr. Warp. However, at the present market price of secondary, we 
are paying about the same price. 

Mr. Mutter. What is the secondary price? 

Mr. Warp. That depends on the SAE, but let’s assume something 
that might cost us 2314 cents, it might be 23.35 or 24, right in that 
range. In other words, the benefits that you are bringing up are not 
evident relative to the secondary and the molten prices today. There 
was a variation. 

Mr. Yates. Two years ago there was a variance. 

Mr. Warp. We have lost that advantage. 

Mr. Mutter. Can you give us the percentage of increase of labor, 
costs of labor 1955 to 1956, 1956 to 1957 ? 

Mr. Warp. In what, the automotive industry ? 

Mr. Mutter. Yes. 

Mr. Warp. No, I cannot. 

Mr. Mourer. Not in the industry, in your company. 

Mr. Warp. No, I cannot. 

Mr. Mouurer. Could you get it for us? 

Mr. Warp. I would have to consult with our people as to whether 
we should supply that information. We will consider it and report to 
you. 

Mr. Mutter. Yes. I believe the other two companies agreed to give 
it to us on the basis of the percentage increase per hour. 

Mr. Warp. I feel we would have no objection. We will consider it, 

Mr. Motrer. Thank you. 

Mr. Yates. Does Ford have melting furnaces now ¢ 

Mr. Warp. Yes. 

Mr. Yates. If the price of scrap and secondary ingot comes down, 
then Ford can use that in addition to this contract, can it not, can use 
secondary ingot? 

Mr. Warp. Oh, yes. 

Mr. Yates. For its purposes ? 

Mr. Warp. Yes, wedo. We do today. 

Mr. Yates. You do today? 

Mr. Warp. Yes. 

Mr. Yates. And you contemplate that you will still use that? 
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Mr. Warp. Oh, yes. We will continue to use the secondary. 

Mr. Yates. Even after this contract is in full operation ? 

Mr. Warp. That is right. 

Mr. Yates. Obviously, you are going into the contract because you 
expect savings, are you not? You expect, according to your statistics, 
that you are going to make a major use of aluminum ? 

Mr. Warp. That is right. 

Mr. Yates. In 1959, I think you said, you thought you would be 
using 127 million pounds. 

Mr. Warp. That is right. 

Mr. Yates. In contrast to the 56 million pounds that you used in 


954. 

Mr. Warp. That is right. 

Mr. Yates. So that you are going to use more and more alumi- 
num—— 

Mr. Warp. That is correct. 

Mr. Yates. In your automobiles. 

Do you use aluminum in any other products than automobiles? Does 
Ford make anything else than automobiles ? 

Mr. Warp. Tractors. 

Mr. Yates. Automotive equipment ? 

Mr. Warp. We useasmall amount. I excepted tractors before. In 
automobiles and trucks, those were the figures that I quoted. 

Mr. Yates. So that there will be a significant saving, you think, in 
the use of this type of a contract with Reynolds, a material saving 

Mr. Warp. We hope that it is a profitable venture, by the time we 
get through with our casting operations. 

Mr. Yates. Would you accept another verb, such as “expect,” rather 
than “hope” ? 

Mr. Warp. We expect, certainly. 

Mr. Yares. In the absence of a contract of this type for molten 
metal, your prices for your aluminum would be higher ordinarily ; 
would they not ? 

Mr. Warp. Would you repeat that, please ? 

Mr. Yates. In the absence of a contract such as this type, which 
furnishes you with molten metal at a price which, according to the 
formula that appears on page 11 of your contract, is about 214 cents 
cheaper than the pig, you should be making substantial savings in 
materials ? 

Mr. Warp. That is true. But we would, if we had our own melting 
furnaces, we certainly would place them in Michigan or Ohio where 
they are close to our operations. 

ow, we have a penalty from Alabama to our Michigan and Ohio 
operations of around a cent and a quarter a pound. 

Mr. Yates. When you say “penalty,” what does this mean ? 

Mr. Warp. I am talking freight now versus this 10 percent that you 
gentlemen brought up yesterday or today. While there is a differ- 
ential for freight of approximately nine-tenths of a cent a pound, 
there is a penalty to us in comparison with pig delivery, let us say, in 
the Detroit area, which is 26 cents delivered. Nevertheless, we have a 
penalty of a cent and a quarter a pound to deliver the castings from 
Alabama to our using operations. 

Mr. Yates. Your using operations in the North? 
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Mr. Warp. In Dearborn and in Ohio. 

Mr. Yates. So that, are you saying your actual saving is not 24 
cents, but because of freight it is actually 1 cent ? 

Mr. Warp. No. We have the nine-tenths cent deduction from your 
calculated price, but then when we transport them, we must ship the. 
castings from Alabama to Michigan and to Ohio. 

Mr. Yates. Actually, then, instead of the 214-cent saving, becansge. 
of the freight deduction it is about 2 cents? 

Mr. Warp. I would say 2 cents, somewhere in there. 

Mr. Yates. Two cents a pound ? 

Mr. Warp. I do not know just what the saving is. 

Mr. Yates. Two cents a pound on 127 million pounds might be. 
significant. 

Mr. Warp. It is not 127. The contract provides for 64 million. 

Mr. Yates. With increases at your option. 

Mr. Warp. That is right. 

Mr. Yates. There are two other provisions in the contract which I 
would like to ask you a question about. One pertains to the certificate. 
of necessity provision in paragraph 13, which says that Reynolds will 
make application for a certificate of necessity, but that in doing 60, 
Reynolds agrees not to obligate itself to furnish any amount of alumi- 
num from such plant to the United States Government or any person 
which may affect any of the obligations of Reynolds to Ford. 

Does this mean that if there were defense commitments that the 
United States Government could not obtain any metal from that plant 
for defense needs? 

Mr. Quatre. As I read the provision, and I must say that I am not 
too familiar with this particular provision, it simply says that it will 
not obligate or commit itself in such a way as to affect the obligations 
of Reynolds to Ford hereunder. 

Now, Reynolds contemplated, and their testimony indicated, that 
they built a substantially larger plant than is necessary to supply us 
with the 64 million pounds, so that—— 

Mr. Yares. That is true, but I wonder about an emergency situa- 
tion in which we found ourselves committed to the manufacture of 
defense needs. 

Mr. Quatre. Of course, I think if there is an emergency, why this 
simply says that Reynolds will not obligate or commit itself in that 
respect. 

Certainly, if we had a Korean-type emergency and the law was uni- 
formly applicable, we would be subject to them as well as Reynolds. 

Mr. Yates. Then you feel Reynolds would not be liable under a 
contract if the Government stepped in and took over a portion of the 
plant, even though it jeopardized your source of supply ! 

Mr. Quatre. Not if it were pursuant to an 

Mr. Yates. To a requirement of the Government? 

Mr. Quatre. To laws. 

Mr. Yates. Requirement of the Government. 

Mr. Quarre. That is right; yes. 

Mr. Yates. I refer your attention to paragraph 16—— 

Mr. Quatre. Would you mind indicating the section ? 

Mr. Yates. Paragraph 16 on page 21 of my copy. It follows that 
paragraph 13. 
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Mr. Quaire. We have it. 

Mr. Yates. It is entitled “Aluminum Products and Fabricated 
Products.” 

Under that provision as I read it, Reynolds gets first opportunity 
to supply Ford with 30 pentent of the aggregate dollar volume of its 
aluminum products; is that correct? 

Mr. Warp. Reynolds has the opportunity to quote on 30 percent 
of the fabricated products. 

Mr. Yates. And to meet any other price? 

Mr. Warp. No, to quote. 

Mr. Yates. Then what does this paragraph give it that it does not 
now have? 

Mr. Warp. What does it give it? 

Mr. Yates. What does this paragraph give to Reynolds that it does 
not now have if it now has the opportunity to quote to you? What 
does the 30-percent figure mean ? 

Mr. Warp. It now has an opportunity to quote us. 

Mr. Yates. On anything? 

Mr. Warp. Maybe we may not have given them the privilege of quot- 
ing on 30 percent, however. This is fabricated products; for example, 
a grille. 

Mr. Mutter. I do not quite understand that. What privilege or 
right do they get by the privilege to quote? There is no obligation 
on your part to accept the quotation, is there? 

Mr. Warp. If they are competitive, yes. If they are not competi- 
tive, no. 

I might tell the committee that we gave Reynolds the opportunity 
of quoting on 68 percent of our fabricated products. We may have 
given them that privilege regardless of any contract. 

Mr. Yates. Do you not give the same opportunity to quote—— 

Mr. Warp. We would give it to Alcoa or anyone else. 

Mr. Yates. Yes. So you really did not give Reynolds anything 
in that respect, because as a purchasing agent you want the best 

rice. 
4 Mr. Warp. Other than that we have a 30-percent stipulation because 
it may be we would have given them an opportunity to quote on 15 
percent. 

Mr. Yates. But if Alcoa and Reynolds give you the same quotation, 
this paragraph says you shall take Reynolds’ figure up to 30 percent 
of your requirements. Is that correct? 

fr. Warp. On a competitive basis; that is right. 

Mr. Yates. Now, is this with respect to the entire Ford operation, 
the needs of your entire operation ? 

Mr. Warp. Yes. 

Mr. Yates. For aluminum ? 

Mr. Warp. That is right. 

Mr. Yates. There was some question in my mind whether it applied 
toa specific plant. 

Mr. Warp. On fabricated parts, not castings. We have the basic 
ez products, but our purchase of that is nil, as I explained 

ore. 

Mr. Yates. I was confused by your answer, because the paragraph 
itself does not say “fabricated parts.” It says aluminum, aluminum 
alloys, sheet, bars, rod coils, extrusion foil wire, cable, powder, paste. 
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Mr. Warp. That is right. 

Mr. Yates. Mr. Riehlman, I am through. 

Mr. Rrentman. I just have this one question, Mr. Ward. 

I think you know the genuine interest this committee has in the 
future welfare of small business. I think our chairman probably 
covered this question pretty well, but I would like to have a direct 
answer from you as to whether or not this new arrangement you have 
is going to eliminate some of your smaller suppliers of aluminum 
castings and so forth ? 

Mr. Warp. As I stated before, Congressman Riehlman, we do not 
believe so. There will be some temporary dislocations. It may affect 
only the larger suppliers and perhaps would affect the larger su 

liers rather than the small, because the type of parts that we would 
producing in our plant in Alabama would involve large items other 


than the pistons. In other words, transmission cases, for example, 

Mr. Rreutman. You do not feel that because of this new develop- 

ment and the procedure of getting the molten metal into your own 

plants and Sean on this expansive program of doing your own 
oO 


casting of man your items in the Ford Manufacturing—— 
Mr Wann. Wetxpet it will not. 


Mr. Rrentman. I donot think I have any other questions. 

Mr. Yates. Mr. Multer? 

Mr. Mutter. Mr. Ward, in negotiating and closing the contract for 
the molten metal, were there any considerations or pressures brought 
to bear other than the interests of efficiency and economy? 

Mr. Warp. In our going into what we might term an integration 
program ¢ 

r.Moutrer. Yes. 

Mr. Warp. With the growing demands we believe the die casti 
industry would stay at or near full capacity. Ford considered it 
expedient to provide facilities for projected use of aluminum cast- 
ings on a greatly expanded basis, as we anticipated a large increase 
m our requirements and we were not sure that the suppliers would 
provide adequate facilities to meet increasing industry requirements, 

The casting industry depended on the secondary market for at least 
70 percent of their raw material, and we did not think the secondary 
market would support the increase in demand. If we purchased 
from a primary source, we would obtain an assured supply at a stable 
price without affecting the casting industry’s supply or price. 

Furthermore, when we integrated, obviously we expect to make 
a reasonable return on our investment. 

Mr. Motrer. Tell me, what stability of price do you get when you 
agree to pay the published price, or use that as the base in a formula 
to fix price ¢ 

Mr. Warp. As I stated before, that price was established so far 
as we are concerned with prior contracts in existence. 

Mr. Mutter. But I am addressing myself now to stability of price. 
Is there any stability of price when the price will fluctuate in accord- 
ance with published price? Surely you anticipate the published 
price will fluctuate, do you not? 

Mr. Warp. The published price is the market price. 

Mr. Mutter. That is right, and market price necessarily fluctuates 
upor down. It isnot stable. 
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Mr. Warp. Consequently, so would the published price. 

Mr. Mutrer. That is right. I am trying to find out if your argree- 
ment calls for a fluctuating price, a market price. 

Mr. Warp. That is right. 

Mr. Motrer. How do you get stability of price? How do you 
stabilize the price ? 

Mr. Warp. That is taking us back to the question you were ask- 
ing before, as to why are the prices 26 cents a pound, let us say, for 
pig aluminum across the board. I cannot answer beyond what I 
answered before. 

Mr. Yares. I do not understand your answer in view of the pro- 
vision of the contract on page 11, the pricing provisions of the con- 
tract. I refer your attention to subparagraph b, on page 11, and it 
says this: 

The price of aluminum pig purchased by Ford hereunder shall be Reynolds 
standard list price and shipping and delivery terms and freight allowances pre- 
yailing at the time of each respective delivery of aluminum pig for the aluminum 
or aluminum alloy pig involved, provided, however, that such price shall not 
exceed the general prevailing market price of comparable aluminum pig. 

In the first part of that pricing section, there is reference, too, to 
market price as opposed to published price. Is there a distinction 
which should be drawn between market price and published price? 

Mr. Warp. No. This is a 10-year contract, gentlemen, and we do 
not know whether there will be a differential between the published 
price and the market price before the contract expires. Today, there 
is no differential between the two, but it is possible that something 
like that could occur. I donot know that it will. 

Mr. Yates. I have one further question. Has Ford ever bought 


Below the published price from any of the primary companies? 
Mr. Warp. No. 


Mr. Yates. You pay the published price? 

Mr. Warp. The only pig we have purchased was to charge our fur- 
naces down in Alabama, and that was at the market price of pig. 

Mr. Muurer. You see, when I talked about what prompted you to 
make this contract I was trying to find out if it was something other 
than efficiency and economy that prompted the molten-metal contract. 
You then read a statement, and one of the items that you referred to 
was the attempt to get a stable price. 

I do not criticize you or anyone else for making a long-term contract 
and fixing your price at the market. But I want to know why you say 
you are looking for a stable price when all you are doing is looking for 
the market price, whether it cs higher or lower. 

Mr. Warp. If I may for just a moment, sir, take you back to the 
pricing of primary and secondary aluminum, I will go back to 1948. 

The price, if you want to use pig, we will use it, was 14.74. Sec- 
ondary alloy was 21.36. 

Mr. Muurer. You were glad to get the secondary because the pri- 
mary was not available? 

Mr. Warp. Pardon? 

Mr. Mutrer. You were glad to get the secondary at twice the price 
or 114 times the price? 

Mr. Warp. That is true. I am referring to the secondary market 
for the small user. In other words, if we entered into the secondary 
market, I say we, if all users entered the secondary market for these 
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tremendously increased requirements, and the secondary availability 
has not changed too much over the past 8 or 9 years, in other words 
there was an availability of—we will deal in pounds here—of 488 
million pounds in 1950. There was 596 million in 1951, 610 million in 
1952, 738 million in 1953, 584 million in 1954, 672 million in 1955, 
We anticipate 680 million in 1956 and we are estimating 700 million to 
720 million in 1957. With the tremendous demands of diecasting, it 
is obvious that you would have an influence on the price of secondary 
metal by such tremendous demands thereon. 

Mr. Muurer. Have you stabilized the price or has the industry 
stabilized the price of secondary metal ? 

Mr. Warp. I would say in view of the wide fluctuations between 
Primary. and secondary, that industry did not take advantage of the 

igh price of the secondary market when they would have had the 
opportunity of increasing their prices let’s say while the secondary 
market was many cents above the price of primary. 

Mr. Muurer. If you had made a long-term contract then calling for 
market price you would be getting it cheaper today. 

Mr. Warp. If we made a long-term contract when ? 

Mr. Muurer. At market price. 

Mr. Warp. Market price? 

Mr. Mutter. Yes, at market price. 

Mr. Warp. That is market price primary ¢ 

Mr. Mouurer. For secondary. en the secondary price was 21, 
if at that time you made a 10-year contract and called for the published 
or market price as you do in your present contracts for primary, you 
would be getting it cheaper today, wouldn’t you? 

Mr. Warp. I might say that when we made the contract it was 
somewhere around 29 to 30 cents in the secondary market, and as I ex- 
plained before, we have lost about all that price differential between 
the primary and secondary—lI call it primary—molten metal and the 
secondary market. 

Mr. Mutter. What you have done, Mr. Ward, at least to my mind, is 
you have made very clear that there is no stable price in either primary 
or secondary. 

Mr. Warp. I was referring to the obtaining of molten aluminum 4s 
having an effect, a stabilizing effect, more of a stabilizing effect, let me 
say, or, let me put it another way, creating such wide swings in the 
secondary market by virtue of our not drawing on the secondary 
market for such large quantities. 

Mr. Mourer. It may have had that effect, but I still insist that you 
have not stabilized the price, nor do you have a stable price, and, no 
matter what the price may be, you are going to pay more or less in 
accordance with market, and, as I see it from the testimony adduced 
up to this time, nobody, neither customer nor competitor in the alumi- 
num field, is doing anything about cutting price with supply in excess 
of demand; neither you nor the other customers who are in a similar 
position to Ford are going to these aluminum companies and saying, 
“This is the time when you ought to be cutting our price.” No com- 
petitor in the field is cutting the price because, apparently, there is a 
coincidental arrangement, and I quote the word “arrangement.” I 
am not saying there is an agreement; I have no right to say it, but the 
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oincidence is just too strong to be just accidental that the price is 
exactly the same. You do not have to comment if you do not want to. 

Mr. Warp. No comment. I have nothing to comment on. 

Mr. Morrer. Mr. Chairman, if we are through with Mr. Ward, and 
we have a few minutes, could we ask Mr. Wilmot to make some com- 
ment about this coincidence of price? I asked Mr. Rhoades, of Kaiser. 

Mr. Yates. I want, first, to thank Mr. Ward for coming here and 
giving the committee the benefit of a very fine and thorough state- 
ment and testimony. We are grateful, Mr. Ward, and look forward 
to receiving the further information that we have requested. Thank 
you very much, ; 

Mr. Wilmot, do you want to comment on Mr. Multer’s question? 
He said he should have asked you this question yesterday. Would 
you like to answer it now ¢ 


FURTHER STATEMENT OF D. WILMOT, VICE PRESIDENT, 
ALUMINUM COMPANY OF AMERICA 


Mr. Witmort. I would be perfectly glad to, inthis case. I simply say 
this. Wemakea very careful study—— 

Mr. Yares. Would you like to come forward so we can hear you, 
sir? 

Mr. Witmor. We make a continuing study of our costs, and, as those 
costs change, we make adjustments in our prices. We cannot, of 
course, have anything to do whatever with the prices which may be 
quoted by our competitors. 

Mr. Murer. Mr. Wilmot, don’t you concede that there is neces- 
sarily a difference in cost of operation between Anaconda, Harvey, 
Alcoa, Kaiser, and Reynolds in the production of aluminum, whether 
it be hot or pig ? 

Mr. Wixmor. Oh, I presume there are some slight differences; yes. 
There is not any great mystery in the production of aluminum today. 
Facilities are very much alike. There will be some slight differences, 
I suppose, as Mr. Rhodes indicated yesterday, between a small plant 
such as they have at Tacoma and a very large plant such as they have 
in Chalmette, but the general practice is to average those out, so that 
you wouldn’t have one price in Louisiana adjacent to Chalmette and 
a different price in Tacoma and still a different price somewhere else. 
It is not customary in any product of which I am aware. We don’t 
have, for example, in selling sheet to the aircraft industry, we do not 
have one price out of Davenport sheet mill and a different price out of 
Alcoa and a third price out of Edgewater, for example. We couldn’t 
live with that kind of a situation. 

Mr. Moutrer. Do you think there are any three airplane-manufac- 
turing companies in this country that would bid on the identical 
specifications for manufacturing a plane, building a plane for the 

nited States Government that would have the exact same price 
quoted when they submit their bids? 

Mr. Winmor. On an airplane? 

Mr. Mutter. Yes. 

Mr. Witmor. Well, that is a highly complex device. 

Mr. Mutter. But every last thing they are going to be asked to do 
will be precisely the same. 
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Mr. Wiimor. Depending upon the manufacturer's design and al] 
that. 

Mr. Mutrer. I am assuming now everything along that line is 
settled. Here is a set of plans and specifications, and no one may vary 
one iota. They cannot cross a t or dot an i that is not already crossed 
and dotted in those plans and specifications, and the three biggest 
companies in the country bid on it. Do you think for one minute that 
the bids would be exactly the same? 

Mr. Witmor. No; I presume not, because there are literally thou- 
sands and thousands of parts in an airplane. This is a relatively 
simple process here. You are at the crudest stage in which aluminum 
is produced. It isthe initial stage. 

r. Mutter. Does the cost of the bauxite cost you the same as it 
does each of the other companies ? 

Mr. Wiumor. I cannot really say. 

Mr. Muurer. Each of you has your own mines; do you not ? 

Mr. Witmor. Oh, yes. 

Mr. Mutter. In addition to that, I think you buy from other mines; 
do you not ? 

Mr. Witmor. Well, no. As a matter of fact, we have our own 
mines. 

Mr. Mutter. But how about the other companies? Do they have 
their own mines? 

Mr. Wiimor. Yes, they do. They have about the same problems, 

Mr. Mutter. Do any of the companies sell bauxite to one another? 

Mr. Witmor. Mr. Multer, I think you might find in plenty of ree- 
ords available in some of the lawsuits and so forth quite extensive 
records of the costs of the various companies in the production of 
aluminum. Those are all available and they have been published. 
There are apparently no secrets left in the aluminum business of which 
Iam aware, it has been so thoroughly investigated. 

Mr. Mutter. You mean whoever the witness was who did not want 
to give some cost material for fear—because it was a trade secret really 
should not have withheld the information ? 

Mr. Wunor. That is his funeral, not ours. This subject, Mr. 
Multer, if I may say so, is an extremely complex one. I think you 
could go on with it for days. But, generally speaking, I would think 
this: That no one competitor in any field can gain more than a tem- 
porary advantage if he were to make a cut in price. May I cite the 
instance of gas station warfares. They break out every so often. 
There may be 4 stations on the 4 corners of an intersection. The first 
fellow comes out and announces a cut. He has an advantage just 
long enough for the other fellow, the other men on the other street 
corners to put up comparable signs. The result of all that, using my 
analogy or actual circumstance, I think, is merely that the price is cut, 
no more gasoline is sold, but for the temporary period the buyer 
benefits. Some of these people might go broke, but that is the 
occurrence. 

Mr. Motrer. I am trying to stir up that kind of competition so 
maybe the consumer who buys the automobile would get some benefit. 

Mr. Witmor. I can assure you if any one of our competitors were to 
cut this 26 cents price to 25, 24, 15, 10, or whatever it is, we’d meet it, 
and instantaneously, so that there again you have undoubtedly a com- 
mon price. 
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Mr. Mutter. I’m sure, Mr. Wilmot, if you sat in this seat, if we 
exchanged seats, you would agree with me that there is something 
strange about this coincidence of the exact same price. 

Mr. Yates. Will you yield for a question ? 

Mr. Mutter. Yes. 

Mr. Yates. May I ask you a question in line with your previous 
answer. You stated if Alcoa would cut the price by a cent—— 

Mr. Witmor. No; I said if some other company would. 

Mr. Yates. Alcoa would forthwith meet that cut. What if Alcoa 
were to raise its price by a cent ? 

Mr. Wimor. I beg your pardon? 

Mr. Yates. What if Alcoa were to raise its price by a cent or the 
other company were to raise its price by a cent, what would Alcoa dof 

Mr. Witmor. If Alcoa were to raise its price, the presumption of 
course would be that the others would get all the business so long as 
they had supplies available to meet the demand. 

Mr. Yates. Then why do they come up to Alcoa’s price? 

Mr. Witmor. I cannot answer that. 

Mr. Yates. Ifthe other company raises its price-—— 

Mr. Witmor. That is their determination, Mr. Yates, in a free- 
enterprise system. 

Mr. Yates. Right. 

Mr. Witmor. You may either meet it or not meet it, as you elect. 

Mr. Yares. Have all price increases been made with Alcoa as the 
leader ? 

Mr. Wiumor. No. 

Mr. Yates. Well, if Kaiser moved its price up by 1 cent or as it 
kas, as the price moved up, Alcoa would have gotten much more of the 
business if it had not increased its price, wouldn’t it, and Kaiser would 
according to your statement have moved its price down again ? 

Mr. Witmor. What makes you think Alcoa would have gotten a lot 
more business ? 

Mr. Yates. You just said that in response to a question by Mr. 
Multer, that if a price is lower than what the others are charging, all 
the business will come there until the others lower their prices. 

Mr. Witmor. But really, Mr. Yates, what do the others do? 

Mr. Yates. If you were to increase your price or if the other 
person were—— 

Mr. Wiimor. Do they stand still and let us take all the business? 

Mr. Yates. Either that or come down and meet your price again. 

Mr. Wiimor. Yes. 

Mr. Yates. The question that I ask is why do you necessarily have 
to move up to meet their price? I can understand why you would 
move down in order to meet competition, but I cannot see the com- 
petitive advantages of moving up to meet a price. 

Mr. Wiimor. I can only say in answer to your inquiry, Mr. Yates, 
that we have to determine from our own costs the course of action 
which we are to take, and if we consider that the increases in cost or 
reductions in cost as the case may be will merit an adjustment in the 
price, then we proceed to make whatever price we consider to be fair 
and proper. And without regard to the others. 

Mr. Yares. Isn’t it strange that when a price goes up, the others 
do not try to get the business by maintaining the lower price? 
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Mr. Wimor. I cannot answer for them. It depends entirely. upon 
their policies and their costs. 

Mr. Mouurrr. Is there anything this committee can do to induce 
Alcoa to cut their price? 

Mr. Witmor. Alcoa has done that over all the years, Mr. Multer, 
by virtue of the fact that they did not increase them. I mentioned 
to you here yesterday that had the price of aluminum followed the 
general trend of other metals and other materials, and we charted 
that, the price today would be about 52 cents a pound instead of 96 
cents. I repeat we are extremely proud of the record we have made 
in pricing, and we believe implicitly that it has accounted for in very 
large measure the growth of the aluminum industry. We have not 
tried to get all the traffic would bear. I hope in your exposition here 
you are not urging that when the supply is less than demand, that we 
should raise the prices, if you think the reverse of that should be 
true. This isa one-way street; isn’t it? 

Mr. Mutter. All I can do is give you what I get from so many of 
my constituents: “You ain’t done nothing for me lately.” 

Mr. Wiimor. We will see what we can do about those screen doors 
for you. 

Mr. Yates. Thank you very much, Mr. Wilmot. I offer for the 
record if there is no objection a chart which appeared in the American 
Metal Market for November 9, 1957, showing automobile aluminum 
usage. 

(The chart referred to is as follows :) 


{From American Metal Market, November 9, 1957] 
Automobdile aluminum usage 
Studies indicate that the average 1958 model American automobile will use_ 
5.3 pounds more aluminum than in 1957. The following statistics were com- 


piled by the automotive industry sales branch, Kaiser Aluminum & Chemical 
Cory. 





| Average pounds per car Percent 


Company and make increase (+) 


or 
1957 958 decrease (—) 
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Mr. Yates. The committee stands in recess until further notice. 
(Whereupon, at 1 p. m., the committee adjourned until further. 
notice. ) 
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TUESDAY, MARCH 11, 1958 


House oF REPRESENTATIVES, 
SUBCOMMITTEE No. 3 ON MINERALS AND 
Raw MarTeRIALS OF THE SELECT COMMITTEE 
To Connucr a Stupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:05 a. m., in the 
caucus room, Old House Office Building, Hon. Sidney R. Yates (chair- 
man of the subcommittee) presiding. 

Present: Representatives Yates (presiding), Sheehan, and Riehl- 
man. 

Also present: Bryan H. Jacques, staff director; Irving Maness, 
counsel; Bert Z. Goodwin, special assistant counsel; Wore 
C. Blackburn, research analyst, and Victor P. Dalmas, adviser to 
minority members. 

Mr. Yates. The committee will come to order 

Subcommittee No. 3 of the House Select Committee on Small Busi- 
ness is now reconvened for the purpose of continuing the hearings 
which began last November. 

The committe will meet only until noon today because under the 
rules of the House we cannot sit while the House is in session and 
reading a bill under the 5 minute rule. 

When we adjourn today we will reconvene at 10 o’clock tomorrow 
morning in room 1334, which is the regular meeting place of the 
House Committee on Interstate and psa Commerce. 

I should state, too, that in view of the fact that the list of the wit- 
nesses has been distributed and the name of Harvey Aluminum Co. 
appears thereon—that the committee is in conference with Harvey 
Aluminum with reference to deciding on a date for it to testify at a 
future time. 

The first. witness today is the witness for Aluminium, Ltd. And I 
understand that its president, Mr. Nathanael V. Davis is here and 
ready to testify. 

Mr. Davis, we will be pleased to hear from you at this time. 

We are delighted to see you again. We remember with pleasure 
your statement in 1955 before this committee, Mr. Davis, when we 
were impressed with your testimony and we look forward to hearing 
you again. 
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TESTIMONY OF NATHANAEL V. DAVIS, PRESIDENT, ALUMINIUM, 
LTD., ACCOMPANIED BY ERIC F. WEST 


Mr. Davis. Thank you, Mr. Yates. I have with me this morni 
Mr. Eric West, who is president of our selling company in the United 
States. 

Do you wish me to proceed with a statement ? 

Mr. Yates. Yes. 

Is that the way you would like to go? 

Mr. Davis. I think we would prefer to start off with a statement 
if that meets with your pleasure. 

The subject of this subcommittee’s current interest—the future of 
small business in the aluminum industry—is of vital importance to 
Aluminium, Ltd. Our degree of interest in this segment of the 
aluminum industry cannot be fully understood without an apprecia- 
tion of the company’s overall position. 

At the risk of repetition, Aluminium Ltd., through its main sub- 
sidiary, the Aluminum Company of Canada, Ltd., is primarily a 
producer and seller of ingot products. This is in sharp contrast to 
most other producers both in this country and abroad who fabricate 
a large part of their own ingot production. 

1ile we do conduct fabricating operations in certain areas of the 
world, our activities in the United States market are directed almost 
wholly toward the sale of ingot products. This market accounts for 
nearly 40 percent of our sales of Canadian primary aluminum. 

In the role we play as an ingot supplier in the United States market, 
we sell not only to the independent or nonintegrated fabricators but 
also to some of the producers themselves. On a tonnage basis, ap- 
proximately one-half of our sales are made to United States pro- 
ducers under long-term contracts signed some years ago. 

While we hope that the producers, who are also fabricators on a 
large scale, will find it in their interest to continue purchases of ingot 
from us, our sales activities are concentrated on the sale of prima 
aluminum ingot products to the independent or nonintegrated fabri- 
cators of which the majority can be termed small business. 

We regard this group as our natural long-range customers in this 
market. 

Since we are a noncompetitive source of supply to the nonintegrated 
fabricators of ingot, there is, we believe, a community of interest be- 
tween us. Our customers in this field form an important segment of 
the United States aluminum industry although they are far less in 
number than the thousands of manufacturers who make end and 
consumer products and who generally start not with ingot products 
but with sheet, foil, extrusions, rod, cable, and castings. 

The position of the independent fabricators in the industry in 
recent years is indicated by the following table of mill shipments: 

This table is, I believe, before you. It is taken from figures sup- 
plied by the Department of Commerce. 

I might say while it is not in the statement that these figures ex- 
clude castings, forging, powder, and a few other products, but they 
do include the main products which start with primary aluminum 
ingot. 
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(The table referred to is as follows: ) 


Mill shipments of aluminum products by integrated producers and nonintegrated 
fabricators, 1950, 1956, and 1957 


Commodity 1950 


seen — $$ ————— ———— ———__— — ee ef 


Sheet, plate and strip: 
(a) Integrated producers short tons 491, 456 693, 980 
(b) Nonintegrated fabricators... _- peaee ‘ 5 :ceeeeSe 22, 609 61, 185 
(c) Nonintegrated fabricators’ share _.. . . ? percent. 4 8 
il: . 
¥ (a) Integrated producers. - - vz ....-Short tons_- 37, 525 68, 540 
(b) Nonintegrated fabricators setae ae SP wed 14, 007 24, 867 
(c) Nonintegrated fabricators’ share : percent. 27 27 
Wire and covered cable: 
(a) Integrated producers ___- short tons (1) 30, 492 
(b) Nonintegrated fabricators , do... (4) 29, 710 
(c) Nonintegrated fabricators’ share percent... () 49 
A, C. 8. R. and bare cable: 
(a) Integrated producers-- short tons 50, 183 56, 120 
(6) Nonintegrated fabricators ..do 16, 172 38, 038 
(c) Nonintegrated fabricators’ share - percent 24 40 
Extrusions and tubing: 
(a) Integrated producers eae short tons-- 96, 925 142, 474 
(6) Nonintegrated fabricators __- ....do 51, 369 217, 905 
(c) Nonintegrated fabricators’ share - percent 35 60 | 
| 


1 Not available. 
Source: Department of Commerce, BDSA. 


Now, a look at the table will show, I believe, that from 1950 
to 1956, the independent fabricators increased their share of the total 
market in these products as well as registering notable gains in the 
volume of their shipments. 

The table also indicates that in 1957 they held their position. This, 
however, is more apparent than real. During 1956, and particularly 
1957, several of the independents were absorbed by primary producers, 
existing and potential. Moreover, 2 or 3 of the leading independents 
plan to be primary producers in the near future. 

If the shipments of these two groups of independents were excluded 
from the table the independents’ share of the total market would show 
adecline. Since, as a seller of ingot, we look to the independents as 
our natural long-range market, we are naturally concerned whether 
these developments represent a definite trend. 

As to the future position of the independents as a group, it has per- 
haps best been commented on by the committee itself : 

In periods of shortage or abundant supply the position of the small independent 
fabricators is a difficult one. When there is no shortage of raw material the small 
fabricator must face increased emphasis by the primary producers on the sale of 
their own finished or semifinished products. 

If there is a long-range remedy here, it would seem to lie in the 
direction of assuring the permanence and vitality of a noncompetitive 
source of supply of metal. This is a service we are willing and anxious 
to provide, supported quite naturally by our own self-interest. 

The following figures bring up to date the record of our shipments 
to the independent fabricators: And there follows a table showing an 
increase from the very low year of 1947, shipments of about 98,000 tons. 

428 | 1953 124, 500 
19, T8t | 1004... .atie ees ee 118, 300 
9, 721 : 113, 554 
82, 228 
56, 338 
75, 342 





142 ALUMINUM INDUSTRY 


As you can see, our shipments suffered slight decreases each year 
from the peak of 1953. Our inability to meet the increase in the re- 
quirements of the independents in 1955 and 1956 was due mainly to the 

roduction losses encountered by the Aluminum Company of Canada, 
tid. caused principally by abnormal water conditions. 

Today, however, 20 percent of Alcan’s—that is short for the Alu. 
minum Company of Canada—installed smelting capacity, or approxi- 
mately 150,000 tons, is idle for lack of demand. 

Despite this situation, we are continuing to build for the future by 
enlarging our hydroelectric capacity and raw material facilities in 4 
manner which will permit a,rapid expansion of ingot capacity to pro- 
vide for the future requirements of our customers. 

The fact that we are continuing to spend large sums to provide the 
basis for future ingot expansion is perhaps the best evidence of our 
confidence in the long-range growth of aluminum consumption. 

In addition to being eager sellers to the independents we provide 
a great deal of technical assistance to them. This takes a variety of 
forms mostly concerned with improvement of their production 
methods. 

Many independents are working with relatively new equipment and 
process techniques and can benefit from the experience of longer es- 
tablished fabricators. We have considerable fabricating knowledge 
from operating large and small fabricating plants in such countries 
as Canada, England, and Switzerland. These provide a range of 
equipment and process techniques well suited to the needs of most 
independents in the United States. 

Such technique has been made available to the independents by our 
sending experts to them and by receiving their experts in our own 

lants. 
: We have also undertaken in many cases to supply detailed engi- 
neering and technical support to customers’ expansion programs. 

The conventional fabricating equipment, particularly for sheet and 
rod rolling, is not always well adapted to small- or medium-scale pro- 
duction. To help solve this serious handicap to the expansion of small 
companies, we have made a special effort in recent years to evaluate 
and develop rolling equipment which can be bought for much less 
than the conventional equipment but which is capable of producing 
a substantial quantity and variety of wrought aluminum. 

On the successful completion of this development work a small com- 
pany engaged in making a finished product from aluminum sheet may 
thereby be able to afford to produce its own semifabricated product. 

The independents who make finished products such as windows, 
moldings, utensils, and the like, have need of up-to-date information 
on forming, welding, surface finishing, and the like. Although this 
sort of technique is more generally available to the independent than 
that about casting, rolling, or extruding, we provide assistance along 
these lines, as do other sellers of ingot. 

Many fabricators cannot maintain broad research programs. We 
operate research laboratories in Canada and elsewhere and the results 
of this research and the services of the research staffs are at the dis- 
posal of the independents. 

The Sallatendiont fabricators have become suppliers to the main 


aluminum consuming industries and we believe that they should be 
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able to penne in new developments, particularly in the building, 
electrical appliance, furniture, transportation, pac ging; and irri- 

tion industries. We are actively seeking solutions to the technical 
problems that prevent or limit the use of aluminum in these industries. 

The aluminum industry has one of the most active advertising and 

romotional campaigns of any industry in the United States. Alumin- 
ium Limited’s principal contribution in this respect during the last 
4 years has been its cosponsorship of the well-known television pro- 
m Omnibus. The company’s commercials on Omnibus dramatize 
the use of aluminum and aluminum products and refer to the com- 
pany’s role as a specialist in supplying ingot to United States fabri- 
eators. In addition, we have a continuing advertising program in 
leading national magazines, newspapers, and trade periodicals in 
which we refer to the significant role played by the nonintegrated 
fabricators. 

In conclusion, it may be helpful to describe our basic policy in this 
country which is closely related to the well-being of the independent 
fabricators. 

In the United States where fabricators, both integrated and non- 
integrated, have shown a remarkable ability to develop effectively the 
uses of aluminum we have followed the policy of limiting our activi- 
ties to the sale of ingot products and encouraging the independent 
fabricator with technique, service, advertising, and product develop- 
ment. 

This policy has contributed to the fact that Aluminium, Ltd., fabri- 
cates and manufactures a far smaller percentage of the metal it pro- 
duces than any other privately owned aluminum company. 

We have felt that the supplying of metal to the many medium size 
and small companies rather than to compete with them in semifinished 
and end products encourages the growth of small business, encourages 
innovation and competition, and adds to the vitality of the industry 
as a whole, while at the same time maintaining for the company loyal 
customers for metal. 

From the foregoing I believe it is apparent that the validity and 
success of the policy we have been following will depend in large 
part upon the healthy and vigorous development of the noninte- 
grated fabricators whose future is of such importance to us. 

Mr. Yares. Thank you, Mr. Davis, for a very fine statement. 

I am sure the committee will agree with me that the facts that have 
been presented by you will be of great value to the committee in its 
activities. 

I have a few questions and [ am sure that the other members of 
the committee do, too. 

I think, first, we would like to know how business is. How is 
Aluminium doing ? 

Mr. Davis. Business is quite soft. 

Mr. Yates. Quite soft # 

Mr. Davis. Quite soft. 

Mr, Yares. I remember when you last appeared before our com- 
mittee we were at the other end of the oan and at that time in 
response to Mr. Sheehan’s questions you indicated that you would 
be hard put to take on new customers. 

As a matter of fact, you would not be able to take on any new 
customers until 1958 or 1959; has that situation changed ? 
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Mr. Davis. It certainly has changed. 

Mr. Yates. You are looking for customers today ¢ 

Mr. Davis. We carry our order book in our pocket. 

Mr. Yates. What is the capacity of Aluminium, Ltd., or I should 
say Alcan, should I not, technically ? 

Mr. Davis. Yes. The installed capacity of Alcan today is about 
770,000 tons. 

Mr. Yates. You told us in 1955 of an expansion program that 
Alcan was undertaking. Has it carried that program out or has it 
cut back on some of it ? 

Mr. Davis. In part it has been carried out. At the time we testi- 
fied here before our capacity was, I believe, definitely lower than the 
figure I have just given you, but we have, during the past year, sub- 
stantially cut back our expansion program in ingot capacity, and 
at the moment we are not enlarging our ingot capacity at all. 

We are, however, continuing with other segments of the expansion 
program so that when the time comes we can increase ingot capacity 
very rapidly. 

Mr. Yates. When you refer to other segments of the prograin what 
have you in mind’ 

Mr. Davis. The hydroelectric facilities and the raw material fa- 
cilities are being expanded to provide a base for future expansion of 
ingot production. 

Mr. Yates. Your statement indicates that half of your sales which 
ure made in the United States are made to producers under long-term 
contracts. 

Mr Davis. That is correct. 

Mr. Yates. When you refer to producers, does that mean the Big 
Three? 

Mr. Davis. Yes, that means the Big Three, but we also sell to Ana- 
conda and we consider them a producer as well. 

Mr. Yates. As I remember those contracts, under the testi- 
mony you gave in 1955, you had a maximum and minimum clause 
for delivery, did you not? 

Mr. Davis. No, sir. I do not believe—— 

Mr. Yares. Am | confused with some other arrangement that you 
had in connection with the issuance of certificates / 

Mr. Davis. I think you are thinking of the issuance of certificates, 
by which a customer, if he does not wish to take the metal, may pay 
half the price down and call for the metal at a later date by paying 
the balance of the price. 

It gives the customer considerable flexibility in his financial com- 
mitments. 

Mr. Yates. You do not have those contracts with the producers? 

Mr. Davis. We are now offering the producers certificate facilities. 
We are planning to offer them certificate facilities in the years ahead 
for a portion of their contractual commitment under their contracts. 

It becomes a little bit complicated because, for example, in the case 
of Anaconda, I believe I am correct in saying that we had a cer- 
tificate contract with them before they were a producer. 

Now they are a producer and do, as a result, have «a certificate 
contract. 

Mr. Yates. Do you sell to Reynolds as well as to Alcoa? 

Mr. Davis. No, we do not. We do not sell to Reynolds. 
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Mr. Yates. Has there been any cutback on your contracts with the 
United States producers with whom you have them ? 

Mr. Davis. Yes. In December of 1957, we amended our contract 
with Alcoa. 

Mr. Yates. Not with Kaiser? 

Mr. Davis. Not with Kaiser. 

Mr. Yates. You are making deliveries in accordance with those 
contracts to Kaiser ? 

Mr. Davis. Yes, we are. 

Mr. Yates. Have you deferred any deliveries to any of the pro- 
ducers until some later time? 

Mr. Davis. Under the amendment made with Alcoa in December 
of 1957, we have effectively deferred about 26,000 tons which would 
otherwise have been shipped in the last half of 1957, and the first 
half of 1958. 

Mr. Yates. When you say “effectively deferred,” you mean until 
some future time? 

Mr. Davis. Until a later date. 

Mr. Yates. Has that later date been established ? 

Mr. Davis. Yes, a large portion of that will go into the year 1962. 
It is tacked onto the end of the contract. 

Mr. Yates. This does not hold with respect to Kaiser. 

Mr. Davis. No; there has been no amendment in the Kaiser con- 
tract. 

Mr. Yarrs. What do the contracts with Kaiser and Alcoa provide 
for deliveries, how much do they take per year ? 

Mr. Davis. The tonnage? 

Mr. Yates. Yes. 

Mr. Davis. Starting with 1958 or do you wish to go back over the 
record ? 

Mr. Yares. I would like to know—let’s start with 1956, for example, 
and see what their deliveries were under the contracts for 1956, 1957, 
and 1958. 

Mr. Davis. It may take a moment to get the precise figures. 

Mr. Yares. Surely. 

Mr. Davis. Mr. Chairman, the figures show that in 1956 under the 
Alcoa contract, 95,700 tons were shipped and billed ; 1957, 70,000 tons; 
and under the contract as now amended, 1958 will call for shipments 
of 56,650 tons. 1959 will be 58,332 tons. 1960 will be 45,000 tons. 
1961 will be 40,000 tons. And 1962, 26,430 tons. 

Mr. Yares. How long did those contracts run prior to the amend- 
ments ? 

Mr. Davis. The contracts were signed originally in May of 1953 
and were at that time expected to terminate in 1958, I believe. 

Mr. Yates. And the amendments provided for extending the life 
of the contracts until 1962? 

Mr. Davis. That is true. There have been several amendments 
over the period. 

Mr. Yates. Are the amounts that have been shipped and are to be 
shipped the actual amounts called for by the contract ? 

Mr. Davis. Originally ? 

Mr. Yates. Yes. 

Mr. Davis. It becomes quite complicated because there have been 
several amendments, but prior to the amendment of December 1957, 
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the total amount to be shipped will be shipped, but on a different 
schedule, and about 26,000 tons were, in effect, taken out of shipments 
from the last half of 1957 and the first half of 1958 and put in the 
schedule at later dates. 

Mr. Yates. Do you have those amounts / 

Mr. Davis. The figures—— 

Mr. Yates. The amounts that were delayed ? 

Mr. Davis. 26,403 tons, I think is the exact figure. 

Mr. Yates. Annually ¢ 

Mr. Davis. Pardon? 

Mr. Yares. Annually. 

Mr. Davis. No, sir. That is the total figure for the period last 
half 1957, first half 1958. 

Mr. Yates. This is the amount that was taken out and deferred, 
26,000 tons? 

Mr. Davis. That is correct. 

Mr. Yates. For how many years—total for all of the remaining 
years of the contract ? 

Mr. Davis. No. That amount was taken out of the schedule for the 
last half of 1957 and the first half of 1958 and put into the schedule 
of deliveries in later years of the contract, so the total tonnage under 
the contract has not changed. 

Mr. Yates. The total tonnage under the contract has not changed 
and 26,000 tons of the amounts to be delivered under the contract 
have been deferred for delivery for the years 1957 and 1958 untila 
later time. So that the only actual amount involved in the deferment 
then is 26,000 tons’ 

Mr. Davis. That is correct, and to be precise, Mr. Chairman, it 
would be from the last half of 1957 and the first half of 1958. 

Mr. Yares. I run into a problem of tons and pounds again in this 
because I am trying to relate this to Alcoa’s contracts with the 
Government under which it has tender rights and amendments were 
made to such contracts, as you know, the latter part of last year, and 
under which Alcoa said it would withhold tender rights. 

I just wonder as to what is actually happening in view of the post- 
ponement of deliveries from your company; Alcoa is both having its 
cake and — it, too, in a sense, by the fact that it still will adhere to 
its contractual obligations with Alcan as to the amount of certain 
imports and at the same time put to the Government 26,000 tons. You 
do not know anything about that? 

Mr. Davis. We are not in a position to comment on that because we 
are not a party to the arrangements entered into between Alcoa and 
the Government, nor were we in any way consulted at the time they 
were entered into. 

Mr. Yares. Were you consulted with respect to the reasons for the 
amendment by Alcoa? Why did you and Alcoa amend the contract 
in December ? 

Mr. Davis. The amendment was made as a result of a dispute be- 
tween Alcoa and ourselves. Alcoa felt that we had not shipped all 
we should have shipped in earlier years and that they were therefore 
entitled to certain cancellations or deferment privileges during the 
current period. While we did not agree with them, we felt the best 
solution for us was to settle the matter under the best terms we could, 
and those were the terms upon which settlement was made. 
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Mr. Yates. Of deferring deliveries ? 

Mr. Davis. Yes, sir. 

Mr. Yates. Did Kaiser ask you for an amendment to its contract ? 

Mr. Davis. No, sir, they did not. 

Mr. Yates. What are the contract requirements of Kaiser under 
the contract ? 

Mr. Davis. Kaiser contract? I will have those in just a moment. 

Mr. Chairman, under the Kaiser contract, 1956 shows 38,000 tons; 
1957, 42,000 tons; 1958, 44,000 tons. The contract terminates at the 
end of 1958. 

Mr. Yates. What prices do the contracts call for ? 

Mr. Davis. The market price in the United States. 

Mr. Yates. The published price? You draw a distinction between 
published price and market price? 

Mr. Davis. No, we do not. 

Mr. Yates. If 26,000 tons has been deferred by Alcoa, the staff, 
with some rapid calculation, indicates that this amount in pounds is 
something like 52 million pounds, at a current market price of 26 
cents—I think that is the current market price. 

Mr. Davis. Yes, sir. 

Mr. Yates. This would amount to $13,520,000 which might be in- 
volved in its dealings with the Government then in terms of its tender 


rights. 

on view of the representations made by both Kaiser and Alcoa 
that they currently are in the same position as your company in hav- 
ing an oversupply of metal, why are these companies buying from 
you? Isit because of their contractual commitment ? 


Mr. Davis. It is because of their contractual commitments entered 
into several years ago. 

Mr. Yates. And these are firm commitments ? 

Mr. Davis. Firm commitments. 

Mr. Yates. There are no escape clauses in them / 

Mr. Davis. No, sir. 

Mr. Yates. The figures you have given the committee this morning 
are the actual contract requirements of the companies? 

Mr. Davis. Yes; that is correct. 

Mr. Chairman, Mr. West has drawn to my attention that during 
the summer of 1957 further deferment of 13,400 tons was made to 
Aleoa as 2 result of the strike that we suffered in our main plant 
in Arvida. Our main plant was closed down for a period of 4 months. 
We offered deferments to our customers in the United States. 

Alcoa accepted a deferment of 13,400 tons. There, too, we deferred 
that figure into 1959, I believe. 

Mr. Yares. You referred to published price a moment ago as being 
the same as market price. Is there a difference between the published 
price in Canada and the published price in the United States? 

Mr. Davis. Yes; the price is different in Canada. 

Mr. Yares. What is the price in Canada? 

Mr. Davis. The price is 24.5 cents Canadian delivered. 

Mr. Yates. Delivered. When you say Canadian delivered, what 
does this mean in terms of cost? Does that mean that a customer in 
Canada who buys aluminum from you will pay 24.5 cents, and this 
is his _— cost, to have the product delivered to his place of fabri- 
cation ! 
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Mr. Davis. That is correct, 24.5 cents Canadian. 

Mr. Yates. You absorb the freight ? 

Mr. Davis. Yes, sir; we do. 

Mr. Yares. You also sell aluminum in other countries, do you not? 

Mr. Davis. Yes, sir; we do. 

Mr. Yates. What is the price in Great Britain; is it the same ag 
in Canada? 

Mr. Davis. No, the price we offer aluminum in Britain currently is 
the equivalent of 24.63 cents per pound. 

Mr. Yares. Is this delivered ? 

Mr. Davis. That is delivered at the customer’s works. We have 
subsequently, we have recently put in a system whereby we allow cer- 
tain discounts under certain circumstances to meet rather unusual com- 
petition in the United Kingdom. 

Mr. Yates. Will you explain that further as to what you mean by 
“unusual competition” under unusual circumstances. 

Mr. Davis. Our base price in the United Kingdom is the equivalent 
of 24.63 cents delivered at the customer’s works. We have offered 
those customers who will rely on us for their supply of aluminum ina 
percentage that is traditional to their purchase pattern from us a 
2 percent discount on their metal purchases. 

We have done that; we instituted that procedure in an effort to meet 
competition from Russia. 

Mr. Yates. Do you compete with any American companies in the 
United Kingdom ? 

Mr. Davis. American companies are offering metal in the United 
Kingdom. 

Mr. Yates. At the same price as you are ? 

Mr. Davis. Not always at the same prices. There may be slight 
differences, and in some cases we do not know at what prices the metal 
is being offered. 

Mr. Yates. The published price in the United Kingdom is 24.63 
cents? 

Mr. Davis. That is the price at which we sell and I believe the price 
at which others—other United Kindom producers, sell. 

Mr. Yates. Is there such a thing as the published price in the 
United Kingdom as there is in this country, for example? 

Mr. Davis. I am not sure, Mr. Yates, if it is actually published in 
the sense that it is published here. It is a price we have established 
and our British competitors do, we believe, sell at the same price. 

Under current circumstances other people are offering metal at dif- 
ferent prices in the United Kingdom market. 

Mr. Yates. The reason I asked the question is I had assumed there 
was such a thing as a published price in the United Kingdom because 
there is the publication called the Metal Bulletin which is an English 
publication, and refers to current quotations for various metals, 
aluminum in England has certain prices, and I had assumed that this 
was the equivalent of our so-called purchase price. 

They refer, the staff calls to my attention the fact that they refer to 
prices in the United Kingdom, 24.63 United States cents, and then 
the American metal market apparently has—which is the standard, 
I understand for the so-called American published price also has 
English metal prices on a daily basis. 
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So we assume that there was such a thing as a published price in 
other countries as well as in this country. 

Mr. Davis. Well, I suppose it depends upon the definition of a 
published price. 

It is published by the Metal Bulletin, as you say. 

It is a price established by us or others who may be offering metal. 

Mr. Yates. In your contracts with the producers and I assume 
with some of the independents here, you use as the basis for your 

rice the published price, do you not, the so-called market price. I 
lieve you stated the market price and published prices were the 
same thing. 

Mr. Davis. That has been our policy over the years to sell in the 
United States at the United States market price. 

Mr. Yates. Is that the same as published price? 

Mr. Davis. I believe it is. 

Mr. Yates. Do you make the same form of customers’ contracts 
with your customers in the United Kingdom ? 

Mr. Davis. We have very few long-term contracts with customers 
in the United Kingdom. They buy on a hand-to-mouth basis. 

Mr. Yares. Your contracts provide for the price to be at a fixed 
price or at the then prevailing market price ? 

Mr. Davis. At the then prevailing market price. 

Mr. Yates. Is it the prevailing market price, the published price 
in any English periodical ? 

Mr. Davis. We sell at the price we are prepared to sell at, which 
may change from time to time. 

Mr. Yates. I do not like to belabor the point but I just wonder 
what your customer would know the price to be if you entered into 
an arrangement with him for sale at the market price? 

How would the market price be determined ? 

Mr. Davis. Well, our customers do not contract ahead with us in 
the United Kingdom. 

Mr. Yates. You have no long-term contracts with any customer ? 

Mr. Davis. No, we have no long-term contracts in the United 
Kingdom. Customers come to us periodically and order metal from 
us, a thousand tons here, a thousand tons there. We tell them what 
our price is, it is public knowledge, and they buy at our price. 

Mr. Yates. What is your price to the customer ? 

. Is . at the time of your shipment to them or at the time of de- 
ivery 

Mr. Davis. Yes, it is at the time of our shipment to them. 

Mr. Yates. You will tell them what the price is without reference 
to a published price? 

Mr. Davis. That is correct. 

Mr. Yates. The thought occurs to me then how does the American 
metal market or the English magazine to which I referred know what 
the current quotations are then? 

Mr. Davis. We inform the public what our current prices are. 
For example, our price of 24.63 has been in effect in the United 
Kingdom for, I would think at least 9 months. 

Mr. Yates. Under what basis do you give your discounts ? 

Mr. Davis. On the basis of, we call it actually a loyalty discount. 
If the customers are prepared to buy from us, say, 80 percent of their 
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requirements and that that has been traditionally what we have sup- 
plied to them we are prepared to give them a 2-percent discount at the 
year end. It is an unusual arrangement that we entered into for 
a very specific purpose, to meet competition that we had not previously 
met and competition that was very difficult to meet. 

Mr. Yates. What is the basis for determining the loyalty of your 
customer, long-term contract or long-term dealin 

Mr. Davis. No; at the end of the year we aaa sit down with him, 
we know how much he has taken from us. 

We know approximately what his requirements have been, if they 
have been in line with his traditional purchases from us we would 
offer him the rebate. 

Mr. Yates. Does this—you stated this rebate is for the purpose 
of meeting Russian competition. 

With whom else do you compete in the United Kingdom ¢ 

Mr. Davis. British Aluminum Co. is a seller in the United Kingdom 
and currently the American producers are offering in the United 
Kingdom—— 

Mr. Yates. All the American producers ! 

Mr. Davis. I believe all the American producers have offered in the 
United Kingdom. I may be wrong. I know certainly in two cases 
where offers have been made and sales are being made. 

Mr. Yates. Which are the companies? 

Mr. Davis. Reynolds is selling to its affiliated company in the United 
Kingdom, and we know of offers by Alcoa in the United Kingdom. 

Mr. Yates. At what price? 

Mr. Davis. We do not know the price at which Reynolds is selling 
to its affiliated company. 

Mr. Yates. Do you know the price Alcoa sells ? 

Mr. Davis. They have approximated the prices at which we have 
been selling. 

Sometimes they have been a little lower and sometimes a little 
higher. 

Mr. Yares. Do you know the price at which Reynolds affiliate com- 
pany is selling aluminum ? 

Mr. Davis. Reynolds affiliated company in England isa fabricator. 

Mr. Yares. Isa fabricator? 

Mr. Davis. Isa fabricator. 

Mr. Yares. Is Reynolds not selling ingot ? 

Mr. Davis. Reynolds is, we understand, selling ingot to its affiliated 
fabricator in the United Kingdom. 

Mr. Yates. Is this its only customer ? 

Mr. Davis. To the best of our knowledge it is. 

Mr. Yates. Well, then, Reynolds really is not competing with your 
company, is it, in the sale of ingot? 

Mr. Davis. We used toselltothatcompany. We lost the business. 

Mr. Yates. Did Reynolds buy the company ? 

Mr. Davis. Yes, they bought a 50-percent interest in the company 
several months ago. 

Mr. Yates. I do not remember your response to my question. 

Is this the only customer that Reynolds sells, do suaitchow’ 

Mr. Davis. To the best of my knowledge it is at the present time. 

Mr. Yates. Does Alcoa compete with vou in the sale of ingot and 
billet in the United Kingdom ? 
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Mr. Davis. Yes, they have made several offers in the United 
Kingdom. 

r. Yates. What are the offers that Alcoa has made? 

Mr. Davis. I have a few here. We cannot keep track of all of the 
offers of our competitors but there have been a few offers. I would 
say 3 or 4 at least in the past 6 months. 

Mr, Yates. What were those prices—what were the offers made? 

Mr. Davis. I will see if I can find out from the notes. 

I have in my records only two offers by Alcoa in the United King- 
dom. One was for wire bars and one was for ingot. 

I do not know the tonnages involved except in the case of the ingot 
offer in which our records indicate that about 300 tons were sold. 

Mr. Yares. At what price? 

Mr. Davis. Our records indicate that this offer was made at 24.25 
cents, cost, insurance, and freight, United Kingdom port. 

Mr. Yares. Cost, insurance, and freight, United Kingdom. Is 
that the same as delivered as you used the term ¢ 

Mr. Davis. It is delivered to port, cost, insurance, and freight, to 
the port but not to the customers’ works. 

Mr. Yates. Tothe port but not to the customers’ works ? 

Your price was 24.63 delivered to the customers ? 

Mr. Davis. Customers’ works. 

Mr. Yates. And Alcoa’s price was 24—what was that price? 

Mr. Davis. 24.25. 

Mr. Yares. Cost, insurance, and freight at port—and what was the 
date of that ? 

Mr. Davis. It was reported to us in November of 1957. 

I do not know the precise date of the offer. 

Mr. Yates. November 1957? 

Is that the only instance that you know of Alcoa’s offering metal 
in the United Kingdom ¢ 

Mr. Davis. Those are the only two I have a record of and I do not 
know of my own knowledge of any others in the United Kingdom. 

Mr. Yares. If this is the extent of Alcoa’s entry into that market 
you really do not have competition there, do you? 

Mr. Davis. They have not sold a great deal in that market, no. 

Mr. Yates. Do you sell your products in other countries than the 
United Kingdom and the United States ? orn 

Mr. Davis. Yes, we sell in many countries. 

Mr. Yares. Can you tell us the countries in which you sell your 
products and the prices at which you sell them ? 

Mr. Davis. Rather than go into the price for each individual coun- 
try which becomes rather complicated—I think perhaps it would be 
adequate to say that our base price throughout the world, outside 
Canada and the United States, is 24.63 cents. 

For example, that would be our price in Germany, that would be 
our price in Holland and Belgium but in certain more distant parts 
of the world, for example, central Africa, our price would be higher 
as a result of the extensive freight involved but we would base our 
price originally on the 24.63-cent figure which we have established 
as our general base price for foreign sales. 

Mr. Yares. Do you sell in France, too? 
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Mr. Davis. Occasionally we make sales in France but it is a ver 
difficult market for us to penetrate because there is a high tariff, 
Mr. Yates. What is the French tariff ? 
_Mr. Davis. I do not have the figure in mind, but I do know it is 


or 
Mr. Yates. Are there tariffs in other countries? 

Mr. Davis. There is no tariff in the United Kingdom and in Ger. 
many which is « fairly important market for us, a certain tonnage is 
permitted to enter tariff-free annually. 

There is, however, a basic tariff, but there are these tonnage-free 
entries. 

Mr. Yates. What other countries do you sell in ¢ 

Mr. Davis. We sell in almost every country outside the Iron Cur- 
tain areas. 

Mr. Yates. Do you, for example, sell—you sell in France / 

Mr. Davis. Occasionally we make a sale in France. 

Mr. Yares. You sell in West Germany, you stated. Do you sell 
in Italy ? 

Mr. Davis. Yes, occasionally we sell in Italy. Usually there are 
sales for reexport business. 

Italy has a high tariff and our sales are generally limited to cus- 
tomers who reexport in fabricated form, therefore, they obtain a low 
price by buying from us. 

Mr. Yares. Do you sell in Japan? 

Mr. Davis. Yes, we sell occasionally in Japan when there is a 
shortage. 

Mr. Yates. Is there a tariff there? 

Mr. Davis. I think there is a small tariff in Japan. 

Mr. Yates. Is your price in Japan the same base price of 24.63! 

Mr. Davis. It would start off at 24.63. It might be a little higher 
because of the freight. 

I think I can check that for you. 

Mr. West confirms it is 24.63. 

Mr. Yares. In Japan ? 

Mr. Davis. In Japan. 

Mr. Yates. Delivered ‘ 

Mr. Davis. Delivered. 

Mr. Yares. Is the price the same in Australia / 

Do you sell in Australia ? 

Mr. Davis. Yes, we do sell in Australia. 

Mr. Chairman, I only have an average figure for Australia in 1957, 
I think it would be fairly accurate to say that it is based on the 24.63 
figure. 

It may be slightly above as a result of the additional freight, but 
it would only be insignificantly above that figure. 

Mr. Yares. Is the same base price applicable to other European 
countries such as Switzerland and Australia ? 

Mr. Davis. That is our base price for virtually all our sales, in 
fact, all our sales outside of Canada and the United States. 

Mr. Yates. Delivered ? 

Mr. Davis. Delivered. 

Mr. Yates. Do you find competition in any of the countries other 
than in England from any of the American companies in the sale of 
ingot ? 
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Mr. Davis. Yes, we have run into several offers in other parts of the 
world. 

Mr. Yates. Where? 

Mr. Davis. We have run into offers in Japan. 

Mr. Yates. From which companies? 

Mr. Davis. I believe Alcoa and Kaiser. 

We have run into offers in Brazil. We have run into competitive 
offers in India and in Spain. Those are countries I can think of. 

Mr. Yares. In each of those countries you ran into competitive offers 
from Alcoa and from Kaiser ? 

Mr. Davis. I am not sure in each of those countries. I remember 
Alcoa and Kaiser did offer competitively on the Spanish market. 

Mr. Yates. The price they offered was comparable to your price 
of 24.63 ? 

Mr. Davis. I regret to say it wasa little lower. 

Mr. Yates. Lower. Where was it lower, in Spain ? 

Mr. Davis. On the Spanish offer. 

Mr. Yates. Both Alcoa and Kaiser ? 

Mr. Davis. I think one was lower and one was approximately the 
same. I donot know. 

Mr. Yates. Can you give us those prices and the dates? 

Mr. Davis. According to our records we quoted on that business at 
a price of $562.17 per metric ton, and here I am not sure what this 
means, c. and f., cost and freight—Alcoa offered at $518.03. Kaiser 
offered at $563.05. 

There were other offers as well. The Norwegians offered at still a 
lower price, and Formosa offered at still a lower price. 

Mr. Yates. Can this be translated in terms of pounds? And Amer- 
ican money, so that I can get a comparable picture in my mind? 

Mr. Davis. Approximately, I would say, our quotation was about 
25.6 cents, United States, per pound. 

Mr. Yates. 25.6 delivered. 

Mr. Davis. Cost delivered at Bilbao, which I presume is a port in 
Spain. 

Mr. Yates. Yes. 


Mr. Davis. And the Alcoa price appears to be approximately 23.6 
cents. 


The Kaiser price was $1 per metric ton above ours, virtually the 
same. 

Mr. Yares. At what price do you sell in the United States? 

Mr. Davis. We sell at 26 cents a pound delivered. 

Mr. Yates. Why aren’t we favored as the other countries are? 

Mr. Davis. Mr. Chairman, we have to pay a tariff when we sell in 
this market. 

Mr. Yates. You pay no tariffs anywhere ? 

Mr. Davis. Not in our main markets. 

Mr. Yates. Well, in Spain do you pay a tariff? 

Mr. Davis. I do not know whether in this particular case a tariff was 
paid or not. 

I believe there was a quotation made to the Spanish Government. 

Mr. Yates. Would you say that in countries in which you offer your 


product at a price of 24.63 delivered that there was no tariff in any of 
those countries? 
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Mr. Davis. In many countries there are tariffs, Mr. Chairman. That 
is correct. But in our main markets, such as England and Germany, 
we sell there without jumping a tariff barrier. 

Mr. Yates. Why isthe United States different from those countries? 

Mr. Davis. The United States has a tariff. 

Mr. SuHeenan. The Congress passed the tariff laws. 

Mr. Davis. I beg your pardon ? 

Mr. SuHeenan. The Congress passed the tariff laws. 

Mr. Yates. That istrue. I am trying to find out whether the United 
States, because of its tariff, is in a class by itself insofar as the price 
is concerned. 

Mr. Davis. No; I would not say it was entirely the tariff, Mr, 
Chairman. 

The tariff bears upon the net return we receive on our sales of 
Canadian metal in the United States, because we have to pay the 
tariff ourselves. 

But our policy, basically, has been over the past years to sell in this 
market at the prices prevailing in this market. 

And we have felt, rightly or wrongly, that to do otherwise would 
involve us in the risk of retaliatory tariff action. 

Mr. Rieuiman. I just want to ask this question, Mr. Chairman: In 
figuring the cost factor, is not the cost greater for you to export 
aluminum to foreign countries than it is to ship it into the United 
States? Are not your transportation and shipping costs greater ? 

Mr. Davis. It would depend upon the country concerned. I would 
think our costs of shipping from our eastern Canada plants to the 
United Kingdom would not be much greater than our costs of shi 
ping from that same plant to a customer, for example, in the middle 
or central part of the United States. 

Mr. Rieniman. What about the rest of the European countries? 

Mr. Davis. Freights to Belgium, Holland, Germany, would be rela- 
tively low, too, and I would put them in the same category as the 
United Kingdom and virtually the same as shipping our average 
freight to the United States. I do not have those figures at my finger 
tips, but it is quite true, when we sell in Australia, for example, or in 
central Africa, of course, the freight is considerably higher. 

Mr. Rresuman. Well, I believe that your previous testimony was, 
too, that you might adjust the price in those other countries. 

Mr. Davis. Yes, in certain areas we do. 

Mr. Rreniman. But there is no differential in the price in the United 
States as far as any industry within the continental boundaries is 
concerned / 

Mr. Davis. No, sir, none at all. 

We must, of course, look at this through our eyes and judge it upon 
what we receive after paying the costs of transporting, duty, and 
selling it. 

Mr. Yates. Are there such things as loyalty discounts given in the 
United States? 

Mr. Davis. Excuse me, Mr. Chairman. 

Mr. Yates. I beg your pardon. Did you want to say anything 
else ? 

Mr. Davis. Mr. West points out that our base price of 24.63 in the 
world markets does not include any tariff. If we run into a tariff, 
we would be inclined to add that to the price. 
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Mr. Yates. When you say inclined to add it, I can understand that 
you would be inclined to add it, but does it mean that you add it? 

Mr. Davis. Normally, we would. There may be instances where 
we would offer a sealed bid and we might have a different price. 

Mr. Yates. Well, in some instances, you do not add it, is this 
true ? 

Mr. Davis. I do not know of any instances at the moment, Mr. 
Chairman. 

Mr. Yates. You do not know of any. Does it mean that you do 
not add it? When you say you do not know of any, are there instances 
where you think you might add it ? 

Mr. Davis. I think there may well have been. 

Mr. Yates. Or you do not add it? 

Mr. Davis. There may well have been. 

Mr. RiewiMan. Could I pursue it further. Take a specific country 
like France to which you referred. They have a high tariff. Do you 
add the tariff to the price of your aluminum there? 

Mr. Davis. If we were to make a sale in France, we would. 

Mr. Rreutman. Did I understand you to say you had made sales 
in France ? 

Mr. Davis. Yes. I am trying to reach back into my memory. I 
think some of our sales there have been made under arrangements 
which permitted the metal to enter duty free. That is my impression. 
In other words, I believe many of these countries, when they face a 
situation where their domestic industry is inadequate to meet total 
demand within the country, they will, on a spot basis, so to speak, 
permit the importation of small tonnages of metal duty free to meet 
that immediate situation. 

Mr. Rrentman. I believe on the chart we had before us there 
was a price listed for delivery in France of 22.9 per pound. That was 
March 1, 1958. 

Mr. Davis. 22.9. 

Mr. Riruiman. Yes. 

Mr. Davis. That may be the domestic price in France. There has 
been a recent change in the domestic price in France. 

Mr. Rrentman. But you have told us that your world price is based 
on 24.63. 

Mr. Davis. Yes, sir. 

Mr. Yates. Obviously, you do not sellin France, do you ? 

Mr. Davis. Only occasionally. 

Mr. Yates. Because you do not meet the price of 22.9 cents, do you? 

Mr. Davis. We could not meet the price after absorbing the duty. 
And Mr. Covel has brought to my attention the fact that the French 
duty is 20 percent ad valorem. 

r. Rrentman. I wonder if you could recall the price for which 
you sold in France? You sold small quantities ? 

Mr. Davis. I think it was the price at which we were selling else- 
where. What it was at that time, I am not sure. 

Mr. Rreuuman. You have not sold recently ? 

Mr. Davis. No, sir; not to my knowledge. The French market is 
—" closed tous. If we sell something there, we consider ourselves 

ucky. 

Mr. Yates. This is exclusively the market of French producers ? 

Mr. Davis. That is correct. 

99185—58——11 
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Mr. Yares. Are there such things as loyalty discounts given in the 
United States? 

Mr. Davis. No, sir. Mr. Chairman, I would like to explain. That 
is an unusual arrangement which we entered into but we were meeti 
a very unusual situation. We were meeting competition from Russia, 
Russia was selling at a price which they guaranteed would always 
remain at a discount below ours. 

Mr. Yates. Was the price with the loyalty discount below the Rus. 
sian price? 

Mr. Davis. No, sir. 

Mr. Yates. In other words, you just met the Russian price? 

Mr. Davis. No, sir; we did not even go down to meet the Russian 

rice. 
, Mr. Yates. Well, did your customer buy it from the Russians ? 

Mr. Davis. Some did. 

Mr. Yates. Under what circumstances did you or your loyalty 
discounts? According to your statement now, you did not even have 
to give your loyalty discount because they bought from the Russians. 

Mr. Davis. We have our loyalty discounts and are giving them to 
those customers who have bought ard traditionally buy from us. 

Mr. Yares. Is the price with the loyalty discount below the Russian 

rice ¢ 

Mr. Davis. No, sir; it is above the Russian price. 

Mr. Yares. In other words, they deal with you because they did not 
wish to deal with Russia? 

Mr. Davis. That is correct. 

Mr. Yares. Even though your price is higher? 

Mr. Davis. Our price is higher than the Russian price. 

Mr. Yates. What would the price with a discount be? 

Mr. Davis. The discount would amount to half a cent a pound. 

Mr. Yares. So that if it is 24.63 delivered, it would be what? 

Mr. Davis. 24.1, approximately. 

Mr. Yates. 24.1. Is this the lowest price you were offering your 
product for ? 

Mr. Davis. Yes, sir. 

Mr. Yares. And you still make a profit on that price? 

Mr. Davis. Yes, sir; we can. 

Mr. Yates. Alcoa has cut back a third of its capacity—not Alcoa. 
Alcan has cut back a third of its capacity, has it not 

Mr. Davis. We have cut back about 20 percent of our installed ca- 
pacity, Mr. Chairman. 

Mr. Yates. Where did I get the figure of 30—you have a third of 
your capacity idle? 

Mr. Davis. No, sir. We have 20 percent of our installed capacity 
idle. It would be, the percentage would be smaller when related to 
our actual capacity, practical capacity at this particular time. 

Mr. Yares. I think the way we got the figure was because you 
indicated you had 300 million pounds of capacity idle of your total 
capacity of 1.5 billion. Arethese figures wrong? I thought that was 
in your statement. 

. o Davis. Our installed capacity is 770,000 tons, which is about L5 
illion. 
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Mr. Yares. That is the figure I used, and you said 300 million 
pounds of capacity are idle, which is roughly a third. I would like 
to know whether our figures or your figures are wrong, 20 percent or 
30 percent. 
rc Davis. A fifth. 

Mr. Yates. Our figures are wrong. Itisa fifth. | 

Let me ask you this question: Your capacity is idle because of a 
lack of market at the moment, is that true ? 

Mr. Davis. That is correct. ; 

Mr. Yates. Why is it not better for you to have a lower price 
rather than reduce capacity, rather than make capacity idle? 

Mr. Davis. We have reduced our prices in certain markets during 
the past several months. We have not made large reductions but 
we have reduced them somewhat. 

Mr. Yates. Which markets have you reduced the price in ? 

Mr. Davis. The United Kingdom by the introduction of this dis- 
count, and the 24.63 price is lower than it was 6 months ago. 

Mr. Yares. Is the United Kingdom your largest customer ? 

Mr. Davis. No. The United States is our largest customer. 

Mr. Yates. Would not the United States become even a larger 
customer if you lowered your price / 

Mr. Davis. Mr. Chairman, if you could assure me the tariff would 
not go up, I could answer that question. [Laughter.] 

r. Yates. Well, as one who has been in tn for 10 years 
and seen how slowly tariffs change, I would think that probably you 
would find that you would at least have a significant amount of sales 
before the tariffs were changed, if the tariffs were changed, and I do 
not know that they would be. 

Mr. Davis. Mr. Chairman, I do not wish to argue with you. They 
may be slow to change, but they would be slow to change both ways. 

Mr. Yates. When was this tariff placed in effect 4 

Mr. Davis. There have been recent reductions under the GATT 
treaties and the current tariff is 1.3 cents. I believe the tariff on the 
books as passed by Congress is 4 cents a pound. Am I right, Mr. West? 

Mr. Yarrs. When you were last before us in 1955, you indicated 
the tariff was 114 cents. 

Mr. Davis. Yes, sir; it has come down from that figure as a result 
of the negotiations through GATT. 

Mr, Yarrs. Has your price been lowered as a result of a lower tariff ? 

Mr. Davis. No, sir: it has not. 

Mr. Yares. Should it not be# I mean, if your price is measured in 
terms of the tariff, should not you then raise or lower it as the tariff 
goes up or down / 

Mr. Davis. I may have misled you, Mr. Chairman. Our price is 
not measured in terms of the tariff. The tariff very definitely influ- 
ences our consideration of price action. 

Mr. Yates. As I remember—I must confess I am a little confused 
by this last series of questions and answers. I think I recall, in 
response to Mr. Sheehan’s questions, in 1955 you indicated that your 
price in Canada and your price in this country was different, almost I 
think to the exact fraction of a percent I think based on the tariff. 

Mr. Davis. I believe— 
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Mr. Yares. I think Mr. Sheehan was satisfied with your answers 
because of that. Now, it appears that there is not the same relation. 
ship, an exact relationshi enween the tariff and the price. Is your 
price 1.3 cents higher in the United States than it is in Canada? 

Mr. Davis. No, sir; it is not that. I can give you the figure. Ex. 
pressed in terms of United States dollars, the Canadian price of 
necessity fluctuates. Our price in Canada is currently the equivalent 
of 25.4 cents, United States cents. 

Mr. Yares. 25.4 United States cents? 

Mr. Davis. Yes. 

Mr. Yates. And we add 103 to that, we come out with—— 

Mr. Davis. 1.3. 

Mr. Yares. 1.3, and we come out with 26.34; is that right? 

Mr. Davis. 26.7. 

Mr. Rreuitman. 0.7. 

Mr. Yates. 24.4. You come out with 24.7? 

Mr. Davis. We sell at 26 cents. 

We sell at the American price in this market. 

Mr. Yates, So there is no exact relationship ? 

Mr. Davis. No; perhaps this would help, traditionally our price 
in Canada has been lower than our price in the United States. At the 
time of the previous hearings—I believe that the spread between the 
2 prices was about an equivalent of the duty. 

Today, it is not quite the same. 

Mr. Yates. Why do you sell at a higher price in Canada today than 
in England ? 

Mr. Davis. We attempt to establish a price that we consider rea- 
sonable in the light of all considerations, and I would say as a general 
statement, Mr. Chairman, that in order to sell and have aluminum 
compete effectively in the United Kingdom and many European mar- 
kets aluminum must sel] at a price somewhat lower than the prices 
prevailing in North America. I have not been able to document that 
with specific prices of competitive materials, but 1 believe that is true 
as a general statement. 

If aluminum is to compete effectively in Europe it should sell ata 
lower price than that at which it sells in this market. 

I am thinking of competition in terms of steel, and copper, and 3 
forth, 

Mr. Yates. Is there a tariff in Canada which is imposed on exports 
by American producers ? 

Mr. Davis. Yes, sir; there is. 

Mr. Yates. The same amount? 

Mr. Davis. I think it is either 1.3, or 114 cents. 

It is approximately the same. 

Mr. Yates. Do American producers sell in Canada ? 

Mr, Davis. I believe there have been instances when Reynolds has 
sold to its affiliated companies. 

Mr. Yates. Only to its affiliated companies ? 

Mr. Davis. To the best of my knowledge. 

Mr. Yates. Does Alcoa sell ? 

Mr. Davis. We have not seen Alcoa make any offers in th 
Canadian market. 

Mr. Yates. Does Kaiser sell in the Canadian market ? 
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Mr. Davis, Not to my knowledge. 

Mr. Yates. Is there any agreement between the companies that 
they shall not sell ? 

Mr. Davis. None whatsoever. 

Mr. Chairman, I assume that you are referring to ingot and ingot 

roduction because I believe Alcoa, Kaiser, and perhaps many others 
and many of the fabricators do sell in Canada. 

Mr. Yates. I am talking about the ingots. 

I do not recall your reply to my question, why don’t you sell at a 
Jower price in order to stimulate sales in the United States. You are 
afraid of the tariff ? 

Mr, Davis. Mr. Chairman, I think we said at the earlier hearings 
and have said many times before, we have felt, at least to date, that 
if we were to reduce our prices in the United States below the pre- 
yailing prices of the United States producers, we would run the risk 
of retaliatory action, on tariffs. 

Mr. Yates. Do you think that is the only reason? 

Mr. Davis. I would not like to say it is the only reason because 
several things come into consideration in establishing the price at 
any one time. 

But that is a very important consideration for us, 

Mr. Yates. Has there been a time when your price deviated from 
that of the United States producers ? 

Mr. Davis. I believe at one—in one instance, we made a change in 
our price—it was a change in the upward direction. That is the only 
instance that I remember. 

Mr. Yates. Did the American producers follow ? 

Mr. Davis. They did. 

Mr. Yates. So for how long were you alone in your upward trend ? 

Mr. Davis. I would imagine a few minutes. ‘Latighter.) 

Mr. Yates. Supposing you lowered it, how long would it take for 
them—— 

Mr. Davis. A few minutes—— 

Mr. Yates. (continuing). For them to lower it? 

Mr. Davis. A few minutes. That is merely a matter of opinion, 
of course. 

Mr. Yates. Where would be the retaliation—where would it occur? 

Mr. Davis. We fear that there would be sufficient sentiment in the 
United States from foreign competition, which we would be classi- 
fied as—to possibly result in an increase in the tariff. And I think, 
Mr. Chairman, if you view what appears to be happening with the 
sale of lead and zinc and copper coming from Genddh today, if you 
were in our position, you would proceed very cautiously under those 
circumstances. 

Mr. Yates. But this is a direct answer, in the event you lowered 
the price by a cent they would follow, too—how are they hurt in the 
same manner as the lead producers or zinc producers ? 

Mr. Davis. Foreign competition is presumably hurting them. The 
United States producers, at least, one to my knowledge, are not pro- 
ducing to capacity at this time. 

Mr. Yates. I am a little puzzled by your expression because in the 
case of the United States versus Aluminum Co. of America, which 
18 153 Federal Supplement, which is cited there, the date of the de- 
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cision is June 28, 1957, on page 185 of the volume 153 of the Federa] 
Supplement, you have the mill cost, of Alcoa, Reynolds, and Kaiser 
for the years 1947 through 1956, inclusive, each of those years the 
total mill cost varied from a low in 1947 by Alcoa, of 9.40, and to 
a high on the part of Kaiser in 1956 of 14.28 cents. 

Of course, there are other costs which should be added to mill costs, 

Will you tell us what those additional costs are that go into the 
final price over and above mill costs? 

(The table referred to is as follows :), 


Unirep States v. ALUMINUM COMPANY OF AMERICA (CITE AS 153 F. Supp. 182), 
FURTHER EXTENDED 


TaBLe VII.—WMill costs (cents per pound of pig) 
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1 Corrected figure. 


Mr. Davis. All overhead, interest. Of course transportation, sell- 
ing expenses, duties where applicable. 

Mr. Yares. But interest for what ? 

Mr. Davis. On borrowed money. I doubt if it would appear as4 
mill cost, however. 

Mr. Yares. Overhead, of what type, in connection with your at 
ministrative expenses ? 

Mr. Davis. Administrative expenses. 

Selling expenses. 

Mr. Yates. Are your mill costs roughly in the same class as thow 
which I have indicated, highest mill cost there through 1956 was 
14.20 cents—is yours about that? 
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Mr. Davis. Mr. Chairman, we prefer not to disclose our mill cost. 
We feel that based on our own estimates of what or competitors costs 
are that currently our costs are approximately the same as theirs, 
currently I mean. 

We feel that over the long pull, when we can utilize our hydroelec- 
tric facilities to better advantage we will tend to have a slight cost 
advantage over the American producer. 

Mr. Yates. You do not at the present time ? 

Mr. Davis. I donot think we do at the present time. 

Mr. Yares. I did not ask you your exact figure for the mill cost, 
although the mill costs of the other companies would probably be 
analogous to yours. { 

Are your mill costs higher than those of 14.3 as indicated in this 
public document, at that time ? 

Mr. Davis. At that time 

Mr. Yates. In 1956? 

Mr. Davis. I doubt if they were at that time. I think that cur- 
rently our mill costs and their mill costs are approximately the same. 

It becomes a very difficult comparison to make, it depends on how 
it is booked and how every single entry is made. 

As a general statement, it is our conviction that currently our costs 
and the costs of our American competitors are running approxi- 
mately the same. 

Mr. Sueenan. In order to make any mill costs comparable they 
would all have to have standard accounting systems which you do 
not have, is that right ? 

Mr. Davis. I would assume that the accounting systems differ. 

Mr. Yates. Does this mean that the table that appears in decision 
has no significance at all ? 

Mr. Davis. I think it is significant, yes indeed, I do not know how 
exact it is. 

Mr. Yares. You would not say that it was not exact in the figuring 
of the mill costs of those companies at that time, would you ? 

Mr. Davis. I think that it isa very good indication. 

Mr. Yates. Even though they may not have the same type of ac- 
counting systems ? 

Mr. Davis. Yes, sir, I believe those costs were based upon assump- 
tion that they were all asked of us. 

Tam not sure. 

Mr. Yates. If your costs are the same how can they be recon- 
ciled with the statement made to us in 1955 you stated, in contrast— 
strike that—the fundamental reason why Canada, is the one—strike 
that too, in all of the principal industrial countries of the free world, 
fabricated capacities of aluminum industry exceeds the ingot capacity. 

The fundamental reason why Canada is one exception is that Can- 
ada possesses exceptional advantages for production of economical 
production of ingot should not your mill costs be lower? 

Mr. Davis. I believe it will be lower over the long run. 

Mr. Yatrs. You indicated that as of 1956 you thought it was lower, 
how you think it is about the same ? 

Mr. Davis. That is correct. And the basic reason is, Mr. Chair- 
man, that we have invested tremendous amounts in hydroelectric 
facilities which are not being fully utilized. When those facilities 
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are fully utilized, and over a period of years, as inflation develops, 
we believe we will have an advantage. 

At the moment we do not have. 

Mr. Yates. This assumes that you are operating to full capacity, 
that all are operating to full capacity, or does it, or to comparable 
es 4 

f you have 20 percent of your plants idle and the others are work- 
ing full, obviously you cannot get the advantage. 

Mr. Davis. That is true. In my thinking at least I am not taking 
that into account. 

I say if we are operating at about our capacity today and they are 
operating at about their capacity, our costs are comparable to theirs 
currently. 

I would hope and expect in the years ahead we will have certain 
cost advantages as we have had in the past. 

The fact they are comparable today does not change our convic- 
tion that Canada today is a good place to make aluminum and offers 
sound economical advantages in the long run. 

Mr. Yates. When you say comparable costs, let me ask you this 
question: I read from the chart: Alcoa’s mill cost was 13.82, Reynolds 
was 13.63, Kaiser was 14.28; in the production of ingots there is not 
much difference or is there—did you say “Yes” ? 

I saw you nod your head. 

Mr. Davis. Yes. 

Mr. Yates. There is a significant difference between 13.63 and 14.28 
in terms of manufacture. 

Mr. Davis. Yes; there is. 

Mr. Yates. And the one that has the lower mill cost has the sig- 
nificant competitive advantages, is that right ? 

Mr. Davis. To the extent of that difference, a cent a pound may 
spread over a billion pounds, if it is, it becomes significant. 

Mr. Yares. If you were operating at full capacity, would you have 
the benefit of the power advantages that you testified to? 

Mr. Davis. No, sir; we would not. We have developed power con- 
siderably in excess of our smelter capacity. In due course, of course, 
we hope and believe and expect to use all of that power for the develop- 
ment of aluminum, but currently we do not. 

Mr. Yates. Does your company buy scrap? 

Mr. Davis. We may buy scrap in certain countries. We do not buy 
scrap down here. 

Mr. Yates. Inthe United States? 

Mr. Davis In the United States, we do not buy scrap. 

Mr. Yates. Is it possible for discounts to be given through ar- 
rangements between producers—discounts for the purchase of primary 
metal ? 

Mr. Davis. I am not sure I know how to answer. I do not think 
I can answer that intelligently. I donot know. 

Mr. Yates. Do you buy scrap in England ? 

Mr. Davis. I do not know the answer to that, Mr. Chairman. Maybe 
I could find out. 

Mr. Yates. You are not apparently a significant scrap purchaser. 

Mr. Davis. No, sir; I do not believe we are. 

Mr. Yates. You make your own metal, and so forth. 
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Mr. Davis. Yes. 

Mr. Yates. In order that the record may be complete, would you 
state what costs go into the final price of your product after the mill 
cost. You indicated that there were certain overheads. Can you 
identify that more specifically ¢ 

Mr. Saves Certainly, interest on money, all other overhead expenses 
would be an additional cost. Selling expenses would be an additional 
cost. Freight, and so forth. 

Mr. Yates. What portion of the total price is mill cost ? 

Mr. Davis. Mr. Chairman, if I answer that, I give my mill costs. 

Mr. Yates. You have not given usa mill cost? 

Mr. Davis. No. 

Mr. Yates. Is it 50 percent? 

Mr. Davis. It is more than that. 

Mr. Yates. It is more than that ? 

Mr. Davis. More than 50 percent. 

Mr. Yates. What percentage of total cost is the mill cost, if you 
do not know your costs ? 

Mr. Davis. Of the total costs? 

Mr. Yates. Yes. 

Mr. Davis. I beg your pardon. Of the total costs. I cannot give 
you that figure from out of my mind. I would think—this is — 
an estimate—that it might approximate 75 percent. It would vary 
substantially from company to company. 


For example, in our case we have borrowed large amounts of money 
to finance power developments and our interest charges are, I think, 
higher on a per-pound-of-production basis than would be the case, 
for example, of Alcoa or Kaiser. It becomes extremely complicated 


when you go into a comparison of that nature. 

Mr. Yares. Is it possible for you to obtain the proportion of total 
costs and furnish it for the committee ? 

Mr. Davis. Mr. Chairman, even mill costs, is hard enough to obtain. 
Our mill costs differs substantially from plant to plant. 

Mr. Yates. You have an overall mill cost. 

Mr. Davis. There is an average mill cost which could be calculated. 

Mr. Yares. All right. Will you give it? Do not give us the aver- 
age mill cost. Give us what percentage of your average total cost 
the mill cost is. 

Mr. Davis. May I consider that, Mr. Chairman? I would like 
to know what it involves. 

Mr. Yates. All right. 

Mr. Davis. And it is, in fact, difficult to determine what your total 
cost is. For example, we have overheads, some of which are appli- 
cable to fabricating, in certain countries. It depends upon how we 
would allocate the overhead between ingot and fabricating. 

Mr. Yares. Is there a difference in your cost systems ? 

Mr. Davis. We do very clearly in the mill cost. 

Mr. Yates. I am interested only in this. 

Mr. Davis. We would make a very clear distinction there. 

Mr. Yates. Suppose we defer that. We will ask you about that 
again. 

Mr. Davis. Yes. 
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Mr. Yares. I do not think there is any revelation of any competi- 
tive secrets to any of your competitors. The committee has in the 
past sought to avoid bringing out any confidential data. We do not 
propose to do it now. Inasmuch as we do not know what your mill 
cost is, except in the abstract, it is rather an intangible matter, but 
we would like to know what the percentages are. 

Mr. Davis. May we look into that, Mr. Chairman ? 

Mr. Yates. Yes. 

Are you familiar at all with the contract with General Motors for 
the furnishing of so-called hot metal ? 

Mr. Davis. Ina general way, yes, sir, Mr. Chairman. 

Mr. Yates. Have you had occasion to read the transcript of the 
hearings? 

Mr. Davis. I have read the transcript. 

Mr. Yates. Does it cost Alean 1 cent or 2 cents to make pig or in- 

ot ? 
: Mr. Davis. No, sir. 

Mr. Yates. Could you give in confidence, would you tell us what 
that figure would be? 

Mr. Davis. I do not know precisely what the figure of direct costs 
would be, but I feel fairly sure it would be under a cent per pound. 

Mr. Yates. Under a cent? 

Mr. Davis. I am quite sure about that. I would like to correct 
that statement if it is wrong. That is the direct cost, Mr. Chairman. 
There may be other matters involved. 

Mr. Yates. In your judgment, is hot metal another form of ingot 
or pig! 

Mr. Davis. I do not know. 

Mr. Yates. Another form of aluminum rather than pig or ingot— 
is it a fourth metal ? 

Mr. Davis. I think that becomes a question of legal definition, Mr. 
Chairman. 

Mr. Yates. It may ultimately come to that. But you are in the 
aluminum business and have been for a number of years. Do you 
consider hot metal a different type of metal ? 

Mr. Davis. It is the same metal in a different form. 

Mr. Yates. Have you ever considered entering into such contracts? 

Mr. Davis. We have not entered into any serious negotiations look- 
ing toward hot-metal contracts. 

Mr. Yares. Have offers been made to you? 

Mr. Davis. We have been consulted about the possibility. Of 
course, in our particular case, all of our smelting Facilities are in 
Canada. And hot-metal contracts would not be well adapted ; in fact, 
it would be a physical impossibility to enter into a hot-metal contract 
in the United States. 

Mr. Yates. Does not Ford have an ingot plant? 

Mr. Davis. Yes, they do. 

Mr. Yates. Do yousupply hot metal to them ? 

Mr. Davis. I do not think we have been approached by Ford. 

Mr, Yates. By any company ? 

Mr. Davis. I believe there were some discussions with General 
Motors, which did not progress very far. 

Mr. Yates. Do you see this as a trend in the industry, the movement 
toward the supply of hot metal ? 
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Mr. Davis. I wish I knew the answer to that, Mr. Chairman. Itisa 
new and interesting development in the industry. It raises an inter- 
esting question. Certainly, we do not presume to have all of the an- 
swers to it. 

Mr. Rientman. Is your company interested in negotiating on that 
basis with Ford or General Motors? 

Mr. Davis. No, sir; we are not. 

Mr. Rieutman. Have you made any particular study of it? 

Mr. Davis. Yes, we have considered it. 

Mr. Rrextman. You do not think it is feasible? 

Mr. Davis. But we have felt in our case that we would not like to 
do it. 

Mr. Rirutmanx. You would not like to do it? 

Mr. Davis. No. 

Mr. Yares. In previous hearings the United States producers have 
indicated there is much more profit in fabricating than in primary 
metal. 

If that is true, why not sel] in that field ? 

Mr. Davis. Mr. Chairman, I think our experience has indicated that 
in the markets in which we fabricate, we have not made as much profit 
fabricating as we have in our ingot business. 

I think, however, in the United States, it is pretty generally agreed 
that there has been more money made in fabricating than in smelting. 

That has not been the case with us. 

Mr. Yates. Why is that! 

Mr. Davis. Over a period of years—— 

Mr. Yares. You have the competitive advantages in production of 
the primary metal. Your statement indicated that you have experi- 
ence and you are giving the benefit of that experience to the smaller 
business people? 

Mr, Davis. Yes. 

Mr. Yarres. On the basis of that testimony, why should not you be 
in such a position ¢ 

Mr. Davis. This would require careful study, Mr. Chairman. But 
my first reaction is that in the first instance, while today our ingot 
costs may be comparable to those of the United States producers, over 
@ period of time, we have had, we believe, lower ingot costs, than the 
United States producers. 

Consequently, I think we have enjoyed somewhat higher profit 
margins than they may have enjoyed. 

Mr. Yartvs. Is that true today ? 

Mr. Davis. That is not true today ; no, sir. 

So that would be a consideration in our study of it, over a period 
of years, and naturally, this comparison would have to be made over 
a period of years. 

On the other hand, I believe it is also the case that in many areas 
in which we fabr icate, we are developing the market very actively, 
and we are not making the profit that would be made in a fully de- 
eee market. 

Yates. Would it be possible for you to return tomorrow morn- 


ing so that the other members of the committee can finish their 
questions ? 
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Mr. Davis. Unfortunately, I have a meeting with someone coming 
from Europe tomorrow in Boston. 

Mr. Yates. Can you return at a later time? 

Mr. Davis. Yes, sir. 

Mr. Yates. Can we leave it this way then, Mr. Davis: May we dis- 
cuss in committee the date of holding meetings at a future date? 

We have a bill under active consideration this afternoon which pre- 
cludes our going on. 

I wish to express our regret to other witnesses who have come 
down today, that we cannot hear them today. 

I hope they can return. 

Would next week be convenient for you? 

Mr. Davis. Yes, sir; next week would be convenient. 

Mr. Yates. Suppose then that we have the meetings later and we 
will let you know. 

The committee will now stand in recess until 10 o’clock tomorrow, 

Thank you very much. 

(Whereupon, at 12 noon, the committee was recessed until 10 a. m., 
Wednesday, March 12, 1958.) 
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WEDNESDAY, MARCH 12, 1958 


House or REPRESENTATIVES, 
Suscommirree No. 3 on MINERALS AND 
Raw MaterIALs OF THE SELECT COMMITTEE 
To Conpuct a Srupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BustNEss, 
Washington, D. 0. 

The subcommittee met, pursuant to call, at 10:15 a. m., in room 
1834, New House Office Building, Hon. Sidney R. Yates (chairman 
of the subcommittee) presiding. 

Present: Representatives Yates (presiding) ; Sheehan, and Riehl- 
man. 

Also present: Irving Maness, counsel; Bert Z. Goodwin, special 
assistant counsel; Katherine C. Blackburn, research analyst; and 
Victor P. Dalmas, adviser to minority members. 

Mr. Yares. The committee will come to order. 

Mr. Davis. 


TESTIMONY OF NATHANAEL V. DAVIS, PRESIDENT, ALUMINIUM, 
LTD.; ACCOMPANIED BY ERIC F. WEST, PRESIDENT, ALUMINIUM 
LIMITED SALES, INC.—Resumed 


Mr. Yates. We are pleased you could be with us again this 
morning. 

I understand there are certain corrections you want to make in 
yesterday’s record. 

Mr. Davis. Yes, Mr. Yates, if we may make one correction at this 
time. 

Mr. Yares. Where should that be made? 

Mr. Davis. It starts on the bottom of page 390 in the testimony, 
where you were asking me whether a difference in the mill cost 
amounting to about 0.6 cent a pound was a significant difference in 
relation to the competitive position of various producers in this 
market. My answer at that time was “Yes.” 

I would like to correct that answer. I do not consider a spread of 
that magnitude to have any significant effect upon the competitive 
position of producers in this market. It is small in relation to total 
cost. 

Mr. Yates. The record may show that correction. 

Do you have another one? 

Mr. Davis. I believe, Mr. Yates, we corrected what appears to have 
been a typographical error at the bottom of page 388, with reference 
to your question. 
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Mr. Yares. Let the record be corrected to show, in my question at 
the bottom of page 388 where it says: 

You would not say that it was not exact in the figuring of the mill costs of 
those companies for the time being 
the words “for the time being” should be stricken, and the words 
“at that time” should be inserted. 

With those corrections, we will proceed. 

Mr. Davis, in this morning’s Washington Post I noticed a very 
handsome picture of you and myself, apparently discussing the hear- 
ing, and underneath it says: 

The Aluminum president testified that imports of Canadian primary ingot 
helped small business in the United States. 

{ did not notice we had gotten around to that yesterday, and | 
think perhaps we ought to cover it this morning. 

Mr. Davis. Yes, sir. 

Mr. Yates. And the impression I have from the testimony is that 
Alcan has established that it is in a position to help small Lostian 
The impression I have, however, is that it is not actually helpin 
small business, and that is what I think we ought to clear up this 
morning. 

You stated as part of your main statement yesterday, and the ex- 
cerpt to which I have reference appears at page 339 of the tran- 
script—do you have a copy of either your statement or the transcript! 

Mr. Davis. I have a copy of both, Mr. Yates. 

Mr. Yates. You stated: 

As to the future position of the independents as a group, it has perhaps best 
been commented on by the committee itself : 

“In periods of shortage or abundant supply, the position of the small inde 
pendent fabricators is a difficult one. When there is no shortage of raw 
material, the small fabricator must face increased emphasis by the primary 
producers on the sale of their own finished or semifinished products.” 

Then you go on to say: 

If there is a long-range remedy here, it would seem to lie in the direction of 
assuring the permanence and vitality of a noncompetitive source of supply of 
metal. This is a service we are willing and anxious to provide, supported quite 
naturally by our own self-interest. 

Are you really a noncompetitive source of metal? Are you non- 
competitive in the supply of primary metal? Or are you com- 
petitive / 

Mr. Davis. We believe we are competitive in supplying primary 
metal to our customers in this country. But I have been very remiss 
in my duties if I have left the impression that we do not consider 
ourselves as being of help to the independent fabricator. 

Mr. Yares. In your testimony in 1955, your statements were di- 
rected to independent fabricators rather than small-business fabri- 
cators. In response to a question which I asked at that time, “Do 
you consider Geuncel Motors to be an independent?” you stated, 
*Tes.” 

Mr. Davis. Yes, sir. 

Mr. Yates. Forty percent, I think, of your total production, I 
believe is sold in the United States; is it not? 

Mr. Davis. That is correct, Mr. Yates. 

Mr. Yares. And what portion of this goes to small business ? 
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Mr. Davis. Mr. Chairman, I think I can give you some figures 
there. 

Mr. Yates. Perhaps we ought to make clear what we mean by 
“small business,” too, so that we can get some comprehension of what 
your answer is. What do you mean by “small business” in terms of 
your answer ¢ 

Mr. Davis. Mr. Chairman, | think we would feel that any business 
employing less than 500 would properly be classified as small business. 
I understand from reading the testimony that there may be two defini- 
tions of small business. But we have a breakdown here of our cus- 
tomers in 3 different categories: those who employ 100 or less people, 
those who employ between 100 and 500, and those who employ 500 and 
over. And the figures I will give you, if you care to have them, ex- 
clude Harvey, Olin, and Revere, as well as the other producers. Our 
total number of customers in this category, therefore, in 1957, came to 
131. Forty-seven of the 131 customers fell into the category of cus- 
tomers employing 100 or less; 42 were in the category of 100 to 500 em- 
ployees; and 42 were in the category of 500 and over. 

Perhaps you would also like to have the percentage of sales to those 
three categories. 

Mr. Yates. Yes. 

Mr. Davis. In the first category, those employing less than 100, that 
category absorbed 17.1 percent of our 1957 sales. The second category, 
employing between 100 and 500, purchased about 25.1 percent of our 
sales to this group. And the third and larger category, 57.8 percent. 

Mr. Yares. Why is Alcan unique in being a noncompetitive source 
of supply of metal in this respect? Do not the other primary pro- 
ducers sell to small-business firms just as you do? I am sure if we 
called Mr. Wilmot in, or Mr. Rhodes or Mr. Reynolds or Mr. MeCon- 
nell, they would give us comparable statistics showing that they, too, 
sell to small-business firms just as you do. 

Why, then, is Alcan unique in setting itself up as a noncompetitive 
source of metal and, therefore, presumably a champion of small 
business ? 

Mr. Davis. We are unique in the sense that we are the sole supplier 
of primary ingot in this market that does not compete with our cus- 
tomers in semifabricated or fabricated products. I use the term “non- 
competitive” in that sense of the word. 

Mr. Yarrs. I see. Then, insofar as the small-business man has dif- 
ficulty in times of shortage in obtaining primary metal from those 
with whom he competes in fabrication, he would also have a similar 
difficulty in obtaining it from you, as we witnessed 3 years ago in 1955. 

Mr. Davis. That was the case at that time, Mr. Yates. 

Mr. Yares. And when a small-business man complains, as some 
have, to this committee that they are caught in a price squeeze because 
the price of primary metal is a rather high figure, higher than it has 
been, 26 cents, and the price at which the primary producers who do 
fabricate sell their fabricated products, it is not a comparable increase 
in their price he can put in a price increase—there is no relief offered 
by a company like Alcan by selling at a lower price for its primary 
metal ; is there ? 

Mr. Davis. No. We have not been able to offer relief by selling at 
a lower price, selling our primary ingot at a lower price, for reasons 
which I tried to explain yesterday. 
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Mr. Yates. That was the tariff. 

Mr. Davis. That is an important consideration for us. However, 
Mr. Yates, I would like to point out that to the extent that the inde- 
pendent fabricators have suffered, if they have suffered, from the 
so-called squeeze, we have not participated in that to any extent be- 
cause we are not fabricators in this country. 

Mr. Yates. Well, you have participated in the same sense that 
other producers of primary metal have participated in establishing 
the price which gives rise to the squeeze. 

Mr. Davis. Mr. Chairman, I imagine it is a question of the chicken 
or the egg. Where does the squeeze arise? Is it not the differential 
between the price of primary ingots and the price of primary prod- 
ucts ? 

Mr. Yates. The squeeze would not exist, would it, if you were sell- 
ing at a lower price? 

r. Davis. I think it might continue to exist, Mr. Yates, because if, 
for example, we were to lower our price today, I think there is eve 
likelihood that our competitors would lower their prices immedi- 
ately, and if the price of fabricated materials were also to be lowered, 
there would be no change. 

Mr. Yates. This assumes that the other end of the stick will fol- 
low, too, namely, that if the prices are increased, the prices of fabrica- 
tion will go up comparably, too. Small-business people who haye 
canibeined say that they have not gone up to the same extent as 


prices of primary metal have gone up, and of course this is what 
makes the squeeze. aiers rt Sa 
Are you as fearful of the possibility of imposition of tariff if you 


lower your price as you are of the competitive price wars which 
might result from the other producers ? 

Mr. Davis. We are fearful of tariff or other retaliatory acts of that 
nature. 

Mr. Yares. Of the tariff alone rather than the competition which 
might result from the other producers ? 

Mr. Davis. We are ready to meet competition anywhere, sir. 

Mr. Chairman, may I also add, although I hope it is clear from the 
reading of our statement, that we feel we have done a great deal to be 
of assistance to many of the independent fabricators by supplying 
them with technical and other help. 

That, I believe, is an important consideration. And I attempted 
yesterday in the statement to describe the forms taken by the tech- 
nical help we are giving. 

Mr. Yares. Is this unique for Alcan, or cannot all the producers 
furnish this type of service ? 

Mr. Davis. Mr. Chairman, I think there is a difference, in this re- 
spect: I believe we are more inclined to give technical assistance to 
customers in the field of rolling, extruding, and in the fields in which 
they convert primary metal in the semifinished or semifabricated ma- 
terials. 

I believe I am correct in saying that, but naturally the American 
producers can speak better than I can on that: that a large part of 
the technical help given by the American producers is further along 
the line of fabrication to their thousands of customers, many of whom 
buy semifabricated products as their raw material to begin with, 
whereas our technical help has been directed in the main to people 
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who start with primary metal and who convert that metal into semi- 
fabricated and fabricated products. ' 

I do believe there is a distinction between the sort of technical help 
we are prepared to offer and the technical help offered by the Amer- 
ican producers. in : i 

Mr. Yates. Is Alcan not in a better position to claim that it offers 
Jess competition to the small-business man in this country by the 
fact, too, that it does not engage in purchasing scrap # 

r. Davis. Yes, I think that is a consideration. 
Mr. Yares. Is not the purchase of scrap by the large companies one 
of the major causes of complaints today by some of the small-business 
le in the field ¢ 
r. Davis. I have heard many complaints along those lines, Mr. 
Chairman, but I do not feel that I am in a good position to comment 
on that. We are not close to the scrap business at all, and we are not 
purchasers of scrap. 

Mr. Yates. Why are you not purchasers of scrap ? 

Mr. Davis. I find that difficult to answer, Mr. Chairman. 

Mr. Yates. You must have considered it. 

Mr. Davis. I am sure we have, but I think we have felt that it is 
business we would not like to get into. 

Mr. Yares. All of the other primary producers purchase scrap, do 
they not ¢ 

Mr. Davis. That is my understanding, Mr. Chairman. 

Mr. SHeeuan. In order to purchase scrap, you have to have a plant 
to process it. 

fr. Davis. That is correct. 

Mr. SHeewHan. And you have none? 

Mr. Davis. We have no plant facilities in the United States. 

Mr. SHrewan. You would not want to buy it in Oklahoma and ship 
itto Canada ¢ 

Mr. Davis. That would be impractical. That is a consideration in 
this market, certainly. But I believe we also follow that policy in 
most of our other markets as well as where we may actually have 
facilities to handle scrap. 

Mr. Yates. Do you buy scrap in Canada? 

Mr. Davis. It is my understanding that we are not purchasers of 
scrap, at least on any scale. 

Mr. Yares. Yesterday you spoke of such things as loyalty discounts 
in the United Kingdom. Are there other discounts that you give 
other than loyalty discounts ? 

Mr. Davis. No, sir; none at all. 

Mr. Yates. Do you give loyalty discounts in other countries than 
the United Kingdom ? 

Mr. Davis. No. We have instituted the loyalty discount only in 
the United Kingdom market, and for very specific purposes. 

Mr. Yates. I have been taking too much time, and I think I ought 
to yield to Mr. Sheehan and Mr. Riehlman at this time. 

_Mr. Sueenan. Today Aluminium, Ltd., is a United States corpora- 
tion, is it not ? 

Mr. Davis. No; it isa Canadian corporation. 

Mr. SHeenan. How about the Aluminium Company of Canada? 

Mr. Davis. That is also a Canadian corporation. 
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Mr. Sueenan. In other words, you are here only because you haye 
sales offices in this country, is that right ? 

Mr. Davis. The United States is a very important market for us, 

Mr. Sueenan. I mean, in your capacity testifying here, you are 
actually testifying as a foreign corporation ¢ 

Mr. Davis. Yes, sir. 

Mr. SHeenan. I just wanted to get that straight for the record and 
for my own information. You stated that you manufacture a far 
smaller percentage of the metal than any of the privately owned alum- 
inum companies. That may be true at this time. Do you contem. 
plate any change in that in order to meet competitive conditions? 

Mr. Davis. As a general statement, I would say “No,” Mr. Sheehan; 
over a period of years the pendulum naturally swings back and forth 
between expanding ingot and expanding fabricating facilities. Atthe 
present time we have stopped expansion of ingot facilities, and we are 
putting more emphasis on the expansion of fabricating facilities in 
many parts of the world. 

However, unless there is a radical change in our policy—and I do not 
see it at this time—I expect that we will continue to be a much larger 
producer of ingot than we are a fabricator of aluminum. 

Mr. SuHeenan. On page 4 of your statement you made a comment 
or a reference to the fact that during 1956 and 1957, several of the 
independents were absorbed by primary producers, existing and po- 
tential. Do you feel that is going to be a trend in the industry ? 

Mr. Davis. Mr. Sheehan, Fae not know the answer to that. It is 


a matter that has concerned us a great deal. And if it does become 
a trend, it would be serious from our viewpoint. I do not feel that 


we have the answer to that. It is a great question whether the alumi- 
num industry, for example, will follow the trend of some of the other 
industries, or whether it will not. 

Mr. SuHeeHan. You would not want to make an educated guess as 
to whether it might or might not? 

Mr. Davis. We continue to feel, although there is considerable dis- 
cussion among us, that there is a proper place in the industry for 
vigorous, independent, nonintegrated fabricators. And we hope, and 
I think we are inclined to believe, that they will maintain and im- 
prove their position over a.period of time. 

Mr. SuHeenan. In the hearings last November, one of the gentlemen 
testifying stated that small business, meaning the fabricators and so 
forth, cannot by itself make major efforts in developing products and 
techniques. And he pointed out that this particular company had 
spent a lot of time and effort in helping these smaller men. And your 
response to Mr. Yates stated that your company operated similar 
facilities, and in your statement you talk about operating research 
laboratories in Canada for that purpose. Could you give the com- 
mittee any idea of, say, the amount of money you spend in helping 
these people? Is it small or large? Have you any idea of the amount! 

Mr. Davis. I think it jeouldbe very difficult to determine precisely 
what part of our research and development expenditures can be at- 
tributed to assisting independent fabricators here. But it would, I 
am sure, be significant. 

Mr. SurenHan. Would you have any idea of, say, the number of 
people you have employed for that specific purpose ? 
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Mr. Davis. I would liketo ask Mr. West if he could help me on that. 

Mr. Sheehan, this may not be a direct answer to your question, be- 
cause I do not think we have a breakdown of the number of employees 
who are responsible solely for assisting the independent fabricators 
inthis country. But I have here, I looked into it before I came down 
here, about 4 pages of instances where, during the past year or so, we 
have provided help to the independent fabricators. 

And my reaction, when we gathered all the information together, 
was that we had done a great deal more than I thought we had done. 

Mr. Sueenan. I think it would be helpful to the committee maybe 
sometime if you would provide some of that information, because 
just to make a statement that you are helpful, without backing it up 
with facts, is not very satisfactory. 

You mentioned in your statement that apparently your company 
has considerable fabricating knowledge from large and small fabri- 
cating plants in such countries as Canada, England, or Switzerland. 
Do you have any ownership or control in those plants either directly 
or indirectly ¢ 

(The material referred to will be found in the appendix, p. 465.) 

Mr. Davis. Yes, sir; we were referring to our plants in those coun- 
tries. They are our own facilities. 

Mr. Surenan. You fabricate there? 

Mr. Davis. Yes, in many countries of the world. 

Mr. Surenan. Therefore, you do have the know-how and experi- 
ence so that any time you wanted to get into fabricating, you can do so? 

Mr. Davis. That is correct, Mr. Sheehan. And part of the technical 
help we give independents in this ar is to ask them to come up and 
see our facilities and go through our fabricating facilities in Canada, 
and even abroad, if it seems appropriate. 

Mr. SHEEHAN. There was quite a large amount of colloquy between 
yourself and Mr. Yates on the pricing in your industry. And I feel 
that maybe some people in reading the record might come to the con- 
clusion that this is a situation more or less alone in the aluminum 
industry. 

There are a great many industries that follow practically a similar 
price pattern, is that not true ? 

Mr. Davis. That is correct. 

Mr. SureHan. Would you want to give us offhand some of your 
thoughts on what other industries operate that way, just to show 
that aluminum is not the only one so operating 4 

Mr. Davis. Mr. Sheehan, I would be inclined to say that the alu- 
minum industry has over a period of years followed a stable price 
pattern. I would think that would be also true in the steel industry. 
I think it has also been true in the case of nickel, for example. 

Mr. Suerenan. Mr. Dalmas gave me some information, and offhand, 
just picking it up fast, it shows that petroleum, steel, copper, lead, 
zine, cement, steel pipe, glass, plate glass, window glass, also beverage 
glass, sugar and flour are some of many industries wherein it seems 
that regardless of from whom you buy, you pay about the same price. 
Competition as such does not exist too much in the price field. 

Mr. Davis. I beg your pardon, Mr. Sheehan. I think I misunder- 
stood you. I think it is quite natural that in dealing with commodi- 
ties such as aluminum that the prices are going to be the same at the 
same time, 
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Mr. SHeenan. I just did not want the record to show that the alu- 
minum industry was the only one where the price pattern was the—— 

Mr. Davis. No, not in that sense. 

Mr. Sueenan. If you followed our record over the last couple of 
years, I think in your testimony when you testified 2 years ago—if 
my memory is right, the question was put to you about the concern of 
certain people regarding expansion in the industry, and there were 
even some thoughts that our Government should take a hand in ex. 
panding the aluminum industry. And I know I pointed out specifi- 
— at that time what would happen if there was too much metal 
to sell. 

We were quite concerned 2 years ago about not enough metal, and 
I think your industry—well, maybe you would want to comment, 
What position would your industry have been in today if the Govern- 
ment suddenly embarked on a program of expansion in order to pro- 
vide more aluminum ? 

Mr. Davis. I think, Mr. Sheehan, if there had not been the en- 
couragement of Government expansion in this country, that supply 
and demand would be more closely in relation one to the other than 
is actually the case today. 

Mr. SuHeeHan. Do you think, in your personal opinion, that there 
is any need for the Government to step in now or in the immediate 
future in order to provide plant facilities for the production of 
aluminum ¢ 

Mr. Davis. Certainly I see no need under present circumstances. 

Mr. Sueenan. You might change 2 years from now ? 

Mr. Davis. Mr. Sheehan, I think there is a great deal of capacity 
coming into production over the period of the next 2 to 3 years, and 
the problem of the industry during the period of the next 2 to 3 years 
will be to enlarge the market for all of the new production that is 
coming in. 

Mr. Sueenan. I am not sure of my figures, but in the November 
hearings, several of the gentlemen thought there were 4 billion pounds, 
I believe, of aluminum produced today, and by 1965 there would be 
—_ for about double that quantity. Do you have any thoughts on 
this ? 

Mr. Davis. Mr. Sheehan, we do make our own estimates of future 
production and demand. It is naturally forecasting and fraught with 
danger. Our current thinking on that matter is that there is likely 
to be adequate supplies of aluminum for all comers into the early 
1960’s. And there are many production projects on the drawing 
boards, so to speak, which can be brought into production to increase 
the supply substantially over that even now planned. 

Mr. SHEEHAN. Since 1946, as you know, there have been alternate 
shortages and excesses of aluminum. Our committee originally en- 
tered into these hearings with the thought of being helpful to small 
business. 

I fully realize the position of your company, where you are catering 
to small business in this country, and I may be asking a question in 
which you have a lot of self-interest. But assuming we could look at 
it coldly and broadly, do you think our hearings have been of any 
benefit in helping small business ? 

Mr. Davis. Yes, sir, I do. 
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Mr. SHreHan. Do you think that the larger companies have become 
more conscious of the needs of small business because of our hearings? 

Mr. Davis. Yes, sir; I do. 

Mr. SHEEHAN. ‘And would you say from your knowledge of the in- 
dustry that the large producers of aluminum have tried, to a larger 
extent than they would have ordinarily, to cater to small business? 

Mr. Davis. I think so, Mr. Sheehan. 

Mr. SHEEHAN. It seems to me that the committee has extracted quite 
a bit of knowledge from people like yourself and Alcoa and Reynolds, 
et cetera. Is there any possible or substantial way in which the in- 
formation that has come out of the hearings be helpful to your com- 
petitors or to new people starting into business ? 

Mr. Davis. Only a very small part, in my opinion, Mr. Sheehan. 
Prices and costs—I would like to correct that. Costs come into dis- 
cussion. Although this committee has not asked for confidential in- 
formation, on that, every little bit that is forthcoming does, of course, 
provide knowledge to potential and existing competitors. But as a 

eneral statement, I do not think there has been anything that would 
t of significant advantage from a competitive viewpoint for another 
producer, for example. 

Mr. Yates. Will the gentleman yield for a moment? 

Mr. Sueenan. Certainly. 

Mr Yares. I was not aware that the committee was asking for confi- 
dential information. 

Mr. Davis. That was my understanding. But every little bit which, 
viewed alone, may not be confidential, when put together with other 
pieces over the years form a very interesting picture and one which 
would assist a competitor. 

Mr. Yates. This may be true. But I thought the way in which we 
phrased it yesterday was such that you agreed that it was not reveal- 
ing confidential information. The fact that we show the percentage 
of your mill costs to total costs does not indicate what those costs are, 
does it? As a matter of fact, in 1947 you gave those costs out, did 
you not ? 

Mr. Davis. Yes. 

Mr. Yates. So that those were available. 

Mr. Davis. They were available at that time. 

. Yares. That is right. Have they changed significantly since 
then 

Mr. Davis. Indeed they have. 

Mr, Yates. We are not asking for that type of information. The 
only information we are asking for is just the percentage, so that we 
could compare it with the others for committee purposes. 

Mr. Davis. Yes, Mr. Yates. But I think this would be the first 
time, to my knowledge, that that figure has come out, the percentage 
of mill costs to total costs. I may be wrong. 

Mr. Sueenan. If my memory is righb:Bée: Davis, you would 
know about that—but I think at various times some of the companies 
have provided our committee with confidential information, on the 
basis that it was not to be published or used; that is correct. How- 
ever, aside from costs, I can assure you if I were getting into the 
aluminum business, it would be very beneficial to me to know a lot of 
the information that has been given out here, the contracts and the 
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prices and all those things; otherwise, a competitor would have to go 
and dig those up also. This way he just comes to the committee, and 
he knows all about the industry. 

Mr. Davis. I would entirely agree with that, Mr, Sheehan. The 
information obtained by this committee is extremely valuable, put in 
compact form, and is readily available in one place. But I think if 
I answered the question differently before, it was that much of the 
information could be obtained with adequate digging, but it would 
take a lot of digging, I quite agree. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Yates. Mr. Riehlman. 

Mr. Rrenuman. Mr. Davis, I think you said, or at least gave the 
committee the information, that the industries in Canada are expand- 
ing tremendously, and you are expanding your own facilities there, 
Why is it that you are not doing more fabricating in Canada? 

Mr. Davis. There is a limit to the growth in demand, and Canada’s 
fabricating facilities are currently well able to meet the market de- 
mand at the present time. 

Mr. Rizuiman, I think you testified that you had a capacity of 
something like 150,000 tons shut down at this time; is that right? 

Mr. Davis. That is correct. 

Mr. Rrextman. Well now, in view of fact you have that capacity, 
and you are also expanding your own facilities, do you have any idea 
in the future of going into the fabricating business to a greater degree, 
and possibly entering into the United States in the fabricating end? 

Mr. Davis. We are expanding our fabricating facilities in many 
parts of the world, Mr. Riehlman, but we have not given serious con- 
sideration to entering the United States as a fabricator. 

Mr. Rreximan. Do you have any agreement with your customers in 
the United States who are fabricators that you will not come into 
the United States ? 

Mr. Davis. No, sir; we do not. 

Mr. Rresiman. What kind of procedure do you have for your sales 
rogram in the United States? Do you have a regular sales force 
ere? 

Mr. Davis. Yes, sir; we have have quite a large sales force. And 
Mr. West, on my right, is president of it. We have approximately 150 
personnel in our United States selling company. 

We have our main office in New York. It is an American company, 
and we have salesmen in Detroit, Cleveland, Chicago, Los Angeles, 
and Atlanta, Ga. 

Mr. Yates. I am reminded that inasmuch as you have only 150 per- 
sonnel, you qualify as small business. 

Mr. Davis. Thank you, Mr. Yates. That is a compliment. 

Mr. Rrentman. Is it this group that you referred to several times 
in your statement which is equipped to give technical advice and as- 
sistance to these fabricators ¢ 

Mr. Davis. No, sir; not our sales personnel as much as our technical 
and research personnel. We operate plants, research facilities in 
Canada and in the United Kingdom. There are several hundred peo- 
ple engaged in research. And our research and development divi- 
sion back up the activities of our sales division in this country. 
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Some of the personnel in our selling company are directly concerned 
with technical help, but they are supported by many more people in 
our development and research divisions in Canada and abroad. 

Mr. Yates. I just have a few more questions which I think will 
clear up the record. 

Mr. Sheehan referred to the pricing pattern followed in the alumi- 
num industry, and in the other metals industries. You stated that the 
aluminium industry followed a stable price pattern. 

In his testimony before our committee, Mr. Wilmot of Alcoa, in 
response to the following question by Mr. Multer, gave the following 
answer, and this appears on page 65, will be on page 65 of the hearing 
when it is printed : 

Mr. MutTer. We are always told in these various committee hearings that 
if demand exceeds the supply the price must go up. If supply exceeds the de- 


mand the price should go down. Obviously today demand is under supply. 
Why isn’t the price going down? 


Mr. Wilmot made this reply : 


You are on one of my favorite topics at this point, Mr. Multer. The price 
of aluminum did not go up at a time when it might well have done so in relation 
to the skyrocketing prices of many other materials. Just to satisfy a little 
curiosity, I asked one of our statisticians to determine where the price of aluminum 
would have gone had it followed the trend of the other metals, and the price 
of aluminum today, instead of being 26 by that yardstick, would be 52, and 
if you were to trace that with copper it would have gone up at the peak to 
something like 68, so if we, to get on another committee hearing, were to be 
accused of administered prices, I think we would admit it and feel quite proud 
of the record that we had established. 

Do you consider that the pricing structure of the aluminum industry 
isan administered pricing structure ? 

Mr. Davis. Mr. Yates, I do not know what is precisely meant by 
an “administered price.” It has certainly been a stable price over a 

riod of time. If that is the same as an administered price, then 
itis. But I have never been able to get clear in my mind the exact 
definition of an administered price. 

Mr. Yates. I would think an administered price is one that is not 
governed by the laws of supply and demand, but is fixed without rela- 
tion to that. Would you not say the prices of aluminum in the in- 
dustry are fixed by the laws of supply and demand ? 

Mr. Davis. I think they are certainly influenced by the laws of 
supply and demand. I think they are a little slower to react and have 
been held in closer bounds than other comodities which have been 
dealt with on exchanges, for example, and which fluctuate rapidly 
even from day to day. 

Mr. Yares. I was just going to say that during the last few years, 
aluminum has increased in supply, it has become more plentiful, 
and the price has gone up; has it not? 

Mr. Davis. Indeed it has gone up. 

Mr. Yares. Is this not in direct opposition to the ordinary opera- 
tion of the law of supply and demand as we were taught it at school ? 

Mr. Davis. On a theoretical basis, Mr. Yates, I would agree that 
when there is an oversupply, the laws of supply and demand would 
work in the direction of reducing prices, and the same in the other 
direction. 
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But I would certainly agree with Mr. Wilmot’s statement that alumi. 
num during the period of extreme shortage did not go up to very 
high prices, and was held stable. By the same token—— 

r. Yates. Why isthat? 

Mr. Davis. I believe it was the individual decisions of all companies 
in the business that it would be in their interest to maintain a stable 
price pattern. And I also believe, Mr. Yates, that the stable price 
pattern which has been followed by the industry as a whole has proved 
very beneficial in the developing of the industry. 

And if there had been wide fluctuations such as have prevailed ip 
copper and other similar metals, it would have damaged the growth of 
the aluminum industry. 

Mr. Yates. Did the industry, then, have the ability to change the 
market price by changing their own price? 

Mr. Davis. Each individual company establishes what it considers 
it should charge. 

Mr. Yates. Which to all intents and purposes is the price for the 
industry, is it not, because the others follow suit ? 

Mr. Davis. The others do follow suit, and I think that is quite 
natural. Aluminum is a commodity, and if one of the producers were 
to oe his price, I think other producers would follow suit very 

uickly. 
: Mr. cored Is there a relationship between the price of aluminum 
and the costs to the company ¢ 

Mr. Davis. Yes; there is a relationship, but that is certainly not the 
only consideration in determining a price. 

Mr. Yates. What other considerations are there? 

Mr. Davis. Well, there are, I would suppose, many, many considera- 
tions which come into the determination of a price. 

Mr. Yares. I mean in your industry, not in general. 

Mr. Davis. In our industry as well. And I am sure that study could 
be the subject of a very interesting book. 

Mr. Yates. I am sure it has been written—I am sure it has already 
been the subject of many congressional hearings. 

Mr. Davis. Yes, sir. 

Mr. Yares. But you stated, one, that it is not only responsive to 
costs, it is responsive to other factors, and I just wonder what some 
of the other factors might be. 

Mr. Davis. There are several other factors. I am not sure I could 
mention all of them that could come to mind immediately. But the 
price of aluminum must have some relationship with the price of com- 
petitive materials if it is to sell; and if the market is to develop, that 
1s a very important consideration, the price of competitive materials. 

I believe that the costs of production have some bearing upon the 
establishment of a price, because any company must consider in the 
long run, and aim in the long run, not only to maintain its sales, but 
to maintain its sales to pay its personnel, pay the interest on its debt, 
and give a fair return to the shareholders who have invested risk 
capital in the company. All of those things must be taken into con- 
sideration. 

Some of those interests are conflicting, but they must be blended 
into what appears to be a reasonable price. 

Mr. Yates. A few moments ago you stated that the companies in 
the industry had decided to maintain a stable price structure during 
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riod of high demand when aluminum was in short supply. I think 
you were not willing to accept Mr. Wilmot’s statement of an admin- 
jstered price for the price of aluminum. Would you say that there 
was a controlled price? Is this a natural conclusion one may draw 
from the statement that the industry wanted to maintain a stable price 

attern ? 

. Mr. Davis. I think, Mr. Yates, we are dealing with perhaps two 
questions here. I think it is quite natural that the price of aluminum 
at any one time would be the same from alternative sources of supply. 
That is one point. 

I think the record would indicate that those in the industry, both 
in North America and abroad, have traditionally followed a policy 
of maintaining stability of price. That is the result of the individual 
consideration by each and every company concerned. 

Mr. Yates. Perhaps we are dealing in semantics here. 

Mr. Davis. It may be we are. 

Mr. Sueenan. Mr. Davis, I assume offhand—I know the total 
amount of your aluminum is known at the end of the year. You 
have furnished those figures to the committee; is that not right? 

Mr. Davis. The total amount of our production ? 

Mr. SuHeenan. Yes, the tonnage. 

Mr. Davis. Yes. 

Mr. Sueenan. And of course from the statements, if you have a 
corporation, you put out a figure showing the total amount of profits 
you have at the end of the year. And dividing one by the other— 
and I do not know what they are—could you give us a guess, as to 
your net profit to the stockholders, after taxes, per pound of alumi- 
num ¢ 

Mr. Davis. I would have to figure that out, Mr. Sheehan, and it 
would not be an easy calculation, because it would require determining 
what percentage of profit was attributable to ingot business, what 
percentage of the profit was attributable to fabrication, and to the 
many other products which the company sells. 

Mr. Sueenan, Well, the point I am trying to bring out in these 
hearings is, we have been talking quite a bit about reducing the prices 
or raising the prices, whatever the case may be, and if your profits 
= pound of the aluminum you have manufactured were at, say, a 

alf a cent, or a cent, or a quarter of a cent, certainly you could not do 
a lot toward reducing or changing the prices where it would have an 
appreciable effect on the market. 

{r. Davis. I understand, Mr. Sheehan. I do not know whether 
you would agree with me, but I think a better and safer measure 
would be the profit on the investment. And if a study were to be 
made of the aluminum industry today, I feel quite sure that the 
profit on investment at current prices is low in relation to many other 
industries. 

Mr. Sueenan. Well, I do not think that would bring out the point 
Tam trying to make. Let me put it this way: You are selling alumi- 
num for 26 cents a pound. Supposing the profits—let’s stretch our 
imagination—were 10 cents a pound, your net profits. Certainly in 
relation of 10 cents to 26 cents, you could really seriously think about 
reducing the price of that at one time or another. 

Mr. Davis. Yes, sir. 
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Mr. Sueenan. If your profits per pound were only a half a cent 
or a quarter of a cent or a cent, then any reduction you might make in 
order to compute your profits would not benefit the consumer other 
than just slightly. 

Mr. Davis. Yes, sir; in the long run. 

Mr. SureHan. So maybe if you could get those figures, it might 
help our thinking. 

Mr. Davis. Well, Mr. Sheehan, it would be very easy to divide our 
profits or the profits of any of the other producers into their sales of 
ingot for a given year, for example, to determine the profit per pound 
of sales. But we sell many other products besides ingot, as do the 
other aluminum producers, and it would be necessary to break down 
the profit margins as between the various products which are being 
sold. And that would be quite a difficult calculation to make. 

There are hundreds of fabricated products, there are several ingot 
products, and then in our case, for example—and I am sure it is the 
case of other producers—we sell chemicals, we sell shipping services, 
we sell magnesium, and all of those things would have to be caleu- 
lated to determine the profit per pound of ingot sales. 

Mr. SHEEHAN. I can see it would be very difficult. 

Mr. Davis. It would be a difficult computation. 

Mr. Yates. If I may return to the discussion about administered 
price for a moment in your statement that you propose to—rather, 
that the industry proposes to maintain a stable price structure, the 
fact is that the industry was able to maintain a stable price structure, 
and has been, so that when Mr. Wilmot speaks of an administered 
price, presumably he is talking of the same thing, is he not ? 

Mr. Davis. I think he is referring toa stable price. 

Mr. Yates. Have your exports to the United States remained steady 
for the last 5 or 6 years? 

Mr. Davis. As a general statement, yes, Mr. Yates. I can give you 
the figures. 

Mr. Yates. I would like for you to furnish those figures for the 
record. I think your letter which we have read into the record indi- 
cated this. I quote from it: 

Our total sales to all customers in the United States have remained at about 
200,000 tons for each of the last 5 years, more than half of this going to the inde 
pendents, the balance to domestic producers which have been regular buyers 
since World War II. 

Mr. Davis. Yes, sir; that is correct. 

Mr. Yates. My question is, Why have your exports remained con- 
stant if your capability has extended ? 

Mr. Davis. We have not been able to sell more. We would like to 
see that figure increase, Mr. Yates. 

Mr. Yates. Would it not increase if you reduce the price? 

Mr. Davis. I am not sure. 

Mr. Yates. Do you not think you might try it ? 

Mr. Davis. Well, Mr. Yates, we get back to the point we discussed 
yesterday. 

Mr. Yates. I do not think I would worry much about the tariff, 
if I were you. 

Mr. Davis. I am delighted to hear you say that. 
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Mr. Yates. You are more worried about the tariff than you are of 
the competition of the other companies, are you not? 

Mr. Davis. Yes; indeed, we are. 

Mr. Yates. You are not worried about the competition of other 
companies ? 

Mr. Davis. We are prepared to meet their competition. 

Mr. Yares. Can it 63 that one of the reasons for the present price 
of 26 cents is the fact that the Government is buying the output of 
the primary producers—I should say the American primary pro- 
ducers 

Mr. Davis. I do not know how that can be answered precisely, 
Mr. Yates. Unquestionably the fact that the Government is buying 
production that would otherwise be surplus has an effect upon demand. 

Mr. Yares. All other metals which skyrocketed during periods of 
shortage have now come down to low levels again, have they not ? 

Mr. Davis. Yes; they have, Mr. Yates. 

Mr. Yares. Only aluminum maintains a trend of rising prices. 

Mr. Davis. If you are comparing it with lead or zinc or copper, 
but not with many other products—steel, for example. 

Mr. Yates. Has steel not come down in price? 

Mr. Davis. No, sir; it has gone up in price. 

Mr. Yates. Has steel gone up ¢ 

Mr. Davis. There are, I would say, many, many products, as we all 
know, that have gone up in price, and are even under today’s circum- 
stances going up. 

Mr. Yates. I am not as familiar with steel as I should be. Is it 
in short supply ? 

Mr. Davis. No, sir. 

Mr. Yares. Are all types of steel in long supply? I thought con- 
struction steel and 

Mr. Davis. I do not know enough about the industry to say that 
any specific segments are in short supply, but certainly steel produc- 
tion is down to relatively low levels. 

Mr. Yares. Mr. Davis, what effect will the Reynolds contract with 
General Motors and Ford for the supply of molten metal have upon 
small business in the industry ? 

Mr. Davis. Mr. Chairman, I do not feel as if I am an expert on 
that. But my impression is that small business will provide a smaller 
percentage of such products that are now being made from hot metal 
than would otherwise be the case. 

I would like to emphasize the word “percentage.” But I am sure 
there are others here and others who will testify who have much better 
knowledge of that position than I do. 

Mr. Yates. Will small-business men in the smelting business be 
able to compete ? 

Mr. Davis. In the secondary smelting business ? 

Mr. Yares. Yes, in the face of an operation of that kind. 

Mr. Davis. I believe it makes it more difficult for them. 

Mr. Yares. Would you say that was an understatement ? 

Mr. Davis. T think they can tell better than we can tell. 
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Mr. Yares. In an article in the Evening Star on Tuesday, March 
11, Sylvia Porter talks about the “Triumph of Giantism.” She 
refers to a quotation from a previous report of this committee saying; 

Within 18 years, all manufacturing business and most of the distribution and 
service business of the Nation will be controlled by corporations having more 
than $100 million of assets. 

Your testimony yesterday indicated we were still in the merger 
trend, and that big business was getting bigger. She points out that 
small business failures are intensifying, that the number of new busi- 
nesses coming into being is diminishing. 

What is the situation in the aluminum industry? What does your 
research indicate? Are there more small business companies coming 
into your field ? 

Mr. Davis. Well, Mr. Chairman, the figures we follow are the fig- 
ures which we gave in our statement yesterday, and they relate par- 
ticularly to the segment of the industry that is a purchaser of primary 
ingot and primary ingot products. And the figures submitted yester- 
day, I believe, indicate quite clearly that over the period 1950 to 1956, 
the independent fabricator improved his position in the market. 

In 1957, at best it would appear that the independent fabricator 
maintained his position, and the likelihood is that as a result of mer- 
gers, that their position in 1957 may have been smaller than it was 
in 1956. 

And as we said in our statement, if that is a trend—and it may be 
too early to say whether or not it is a trend—it would naturally bea 
matter of concern to us, because that is the segment of the industry 
we look upon as our natural long-range source of sales. 

Mr. Yates. Where will you get new customers for your expanded 
facilities? 

Mr. Davis. We hope the independents will continue to grow, that 
they will continue to rely on us. We hope they will rely on us more 
than they have in the past. There are certainly new product devel- 
opments coming along. We are very optimistic about the long-range 
growth and the uses of aluminum. And in many areas, certainly, the 
independents should have an important part to play. 

Mr. SHeenan. Mr. Davis, would you want to make an observation 
on Miss Porter’s article here? She says that the big boys are going 
to grow and the small fellows are going to eventually be put out of 
business. But since 1945 in the aluminum business, have the fabri- 
cators not shown a great increase and the extruders and everyone? 

Mr. Davis. Yes, sir. If you will look at the period 1945 to the 
present time, there has been a very substantial increase in the inde- 
pendent section of the market. 

Mr. Sueenan. So the trend in the aluminum business has been for 
the smaller independents to thrive and grow in the industry—I am 
talking about numbers? 

Mr. Davis. Over the period you mentioned, I think that is quite 
correct. And it carries between one product and another, certainly 
in the field of extrusions there has been a remarkable growth. And 
the independents have shown the greatest growth in that field. In 
the field of sheet and sheet products, there has not been such a large 
growth, I think partly because to go into the sheet business with exist- 
ing techniques requires a considerable amount of capital, it involves 
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uite a large and substantial operation, and that, for example, is one 
of the subjects we are working on in our technical and research pro- 
gram, to see if we cannot bring along techniques and processes which 
will permit smaller business to enter into the field of rolling. 

If that can be done, it will be naturally in our best interests, we be- 
lieve, and I believe will contribute to the growth of small business. 

Mr. SuHeenan. I might add that Miss Sylvia Porter in her article 
also has a paragraph on the fact that taxes are a great detriment 
to the growth of small business. Do you not have a tax break or tax 
advantage in Canada over a United States corporation ? 

Mr. Davis. Our current taxes are a few percent below the current 
taxes paid by American firms. Our taxes currently are around 47 or 
48 percent. 

r, SHEEHAN. Five percent less than the American corporations. 

Mr. Davis. I believe it is 52 percent here. 

Mr. SuHeenan. Yes. That is all. 

Mr. Yates. I want to clear up 1 point on page 359 of the tran- 
script. At the top you state, “We have very few long-term contracts 
with customers in the United Kingdom,” and at the bottom of the page 
you say, “We have no long-term contracts in the United Kingdom.” 

Mr. Davis. Yes. 

Mr. Yates. Is there a difference between those ? 

Mr. Davis. No, sir. I think the top statement should be corrected. 
I do not believe we have any long-term contracts in the United King- 
dom. 

Mr. Yates. How do you determine a market price, then ? 

Mr. Davis. We estabilsh a price at which we are prepared to sell, 
and we make it public. 

Mr. Yates. And that price is public? 

Mr. Davis. That price is published. 

Mr. Yates. And the published price is the market price ? 

Mr. Davis. It is our market price, Mr. Yates, but currently we are 
running into a great deal of competition by others who are selling at 
different prices. 

Mr. Yates. Just to clarify 1 other point, what do we mean by 
long-term contract, longer than 60 days, 90 days? 

Mr. Davis. Yes, sir, I think that would be a fair definition. per- 
haps 6 months might be the dividing line, but I believe I am right in 
saying that in the United Kingdom we might normally get orders 
from a customer for his requirements for the next 1, 2, or perhaps 3 
months. But we do not obtain orders for his requirements for the 
period of a year or 2 years. That we would consider a long-term con- 
tract. 

Currently, we are getting orders from our United Kingdom cus- 
tomers really on a hand-to-mouth basis. 

Mr. Yares. Is the cost of your hydroelectric facilities figured into 
your mill costs ? 

Mr. Davis. Mr. Chairman, subject to correction, I believe the way 
mill costs are normally calculated, only the direct cost of producing 
the power is included in the mill cost. And inasmuch as the real 
eost of hydroelectric power, at least a larger percentage of the real 
cost of hydroelectric power, is the cost of money, that would not ap- 
pear in the mill cost figure. 
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Mr. Yates. Well then, unutilized hydroelectric facilities do not bear 
upon mill cost, do they ¢ 

Mr. Davis. I think it would have only a very small bearing upon the 
mill cost figure, because the cost of—excuse me, I would like to correct 
that statement, Mr. Yates. 

Mill cost does include depreciation, and therefore the depreciation 
on unused hydroelectric facilities would be included in the mill cost, 

Mr. Yates. On the same basis as all of your facilities? 

Mr. Davis. Thet is correct, Mr. Yates, but not the interest on bor- 
rowed money, which is also a very important cost of your hydro- 
electric power. but it is this sort of a complication which makes it 
difficult to compare, for example, mill costs in our case with mill costs 
in the case of a company that purchases power. 

Mr. Yates. Any other questions? 

Mr. Rreuitman. Mr. Davis, you testified that you have subsidiaries 
in foreign countries which fabricate. Now, do any of these sub- 
sidiaries of yours export products to the United States that are in 
competition with your customers here to whom you sell pig and ingot? 

r. Davis. As a general statement, Mr. Riehlman, I think the an- 
swer to that is “no.” There may have been instances in the past when 
2 small amount of material manufactured by companies in which we 
had an interest came into the United States, but it would be insignifi- 
cant, I believe. 

Mr. Rreniman. You feel that any amount that is exported to the 
United States in competition with the customers to whom you are now 
selling pig and ingot would be of no consequence ? 

Mr. Davis. Of no consequence, no, sir. 

Mr. Yates. Mr. Dalmas. - 

Mr. Datmas. No questions. 

Mr. Yates. Mr. Davis, the committee thanks you very much for 
your testimony. We were grateful that you were able to stay over 
today and complete your testimony. And we are indebted to you for 
helping us out. 

Mr. Davis. Thank you very much, Mr. Yates. 

Mr. Yates. Thank you, Mr. West. 

The next witness is Mr. Laine of the American Die Casting 


Institute. 


TESTIMONY OF DAVID LAINE, EXECUTIVE SECRETARY, AMERICAN 
DIE CASTING INSTITUTE; ACCOMPANIED BY R. E. KELLERS, 
PROGRAMS COORDINATOR 


Mr. Latne. Mr. Yates, I have with me Mr. Kellers, who is our 
programs coordinator at the institute. _ 
r. Yares. You may proceed, Mr. Laine. 

Mr. Larne. Mr. Chairman and gentlemen, my name is David Laine. 
I am executive secretary of the American Die Casting Institute, the 
trade association of the custom producing diecasting industry. 

Mr. Yates. May I ask you a question? Do you want to read your 
statement, or would you like to discuss it and put it in the record? 


Mr. Larne. I prefer to read it. 
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That is, of the companies who produce diecastings for sale to 
industrial customers. 

The custom producing diecasting industry is composed of the com- 

anies who produce diecastings for sale to industrial customers. 

On behalf of the custom producers of diecastings and the 108 of 
our 125 member companies who produce aluminum alloy diecastings, 
J want to thank this committee not only for inviting us to express 
our views but also for the committee’s decision to inquire into the 
eflects of the aluminum hot metal contracts on small business. 

This is particularly timely because the diecasting industry is being 
suffocated by a rising flow of molten aluminum. We see our future 
being hypothecated, our growth stunted and our very existence 
Ee stened by ruthless and discriminatory purchasing policies and 
marketing practices which are destroying our ability to compete for 
an equitable share of our principal market die-cast aluminum auto- 
motive components. 

It is not very pleasant for us to find ourselves in the present pre- 
dicament since the history of the diecasting industry, and its growth 
pattern in aluminum, indicate an almost unlimited and continuing 
expansion of use. 

The aluminum diecasting process is a high speed method for pro- 
ducing accurate, engineered, metal shapes. The process has been 
termed the shortest way from raw material to finished part. Die- 
casting is the process which best epitomizes the American genius for 
mass production. 

Current aluminum diecasting practice is less than 25 years old. 
Techniques and machines devised by small-business men opened new 
areas for aluminum fabricating, new dreams for success, new vistas 
of an expanding future. 

The diecaster represented the perfect example of American oppor- 
tunity—of the equal right to economic success through inventiveness, 
ingenuity, and industry. Possessed of a better process, making better 
metal parts, making them faster and more economically than any 
other process, the diecasting industry and the custom diecaster made 
progress. Consistent, sound, progress was recorded as the volume of 
aluminum diecasting production doubled and redoubled and doubled 


mM. 

With growth and success came competition. With competition 
came added volume. With increased use of aluminum diecastings 
came the desire of some large buyers to make some of their own die- 
castings and captive diecasting facilities were started. Expanded 
use continued. Competition whether from other custom producers 


or from captive plants could be taken in stride. All were on an equal 
footing and to the best man went the order. Or so it seemed. 


Economic philosophies like styles or food fads are highly volatile. 
The hoop skirt, the new look, liver, spinach, all had their day. And, 
centralize, decentralize, buy, or make are all legitimate aspects of a 
free and dynamic American way. Or so it seemed. 


Diecasters just as other businessmen, had good years and bad, 
profits and losses, but increasing demand for aluminum diecastings 


reassured the industry of its future and added expansion was pru- 
dent investment. Or so it seemed. 
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Volume of sales increased and brought a new factor into play; 
metal supply. Our sma!l-business man, the diecaster, was now a 
merchant. ‘The diecaster historically used secondary or smelters al. 
low ingot. This he purchased from his supplier in line with quota. 
tions in American Metal Market. 

When a specification called for primary metal, he had available 
the price lists of the primary producers. When metal supply was 
short and prices rose, he paid. But he know that his custom com- 
petitor and the captive facility were in the same boat and his abili 
to compete was relative and relatively unimpaired. Or so it oon 

Ingenuity and know-how of the custom diecaster had opened and 
built new markets—sound markets. Typical of these was the appli- 
cation of aluminum diecastings to the fabricating of automotive com- 
ponent parts. Starting with small pieces for manual spark and 
throttle adjustment mechanisms and growing through timing gears 
and gasoline pump parts, the custom diecaster from the early days 
of Simplex and Pierce Arrow, right up to the start of World War II, 
designed, engineered, and produced an increasing number of aluni- 
num die-cast parts for automobiles. 

His only limit was his inventiveness and until that time his only 
competition was other custom diecasters. We find no record of sub- 
stantial captive aluminum diecasting prior to 1942. 

Following Wor'd War IT came the introduction of automatic trans- 
missions in automobiles and the use of aluminum diecastings for the 
major components was successfully engineered by custom diecasters. 

Automobile company purchases soared to substantial levels and 
the desire to make (the do-it-yourself philosophy) in the auto indus- 
try led to captive facilities. 

Automotive use continued to grow. Custom aluminum diecasting 
sales went onward and upward. Captive production also grew. 
Normal, steady progress was noted but competitive relationships with 
both custom shop and captive appeared unchanged. 

IT have pointed out that aluminum diecastings are produced by 
custom diecasters for sale to industrial customers, and that aluminum 
diecastings are also made by some buyers and users of diecastings in 
their own captive facilities for incorporation into their products. 

Thus, in order to sell diecastings, the custom diecaster must be able 
to compete not only with other diecasters but also with the captive 
facility of his potential customer. 

The automobile industry is the largest consumer of aluminum die- 
castings. Automotive use represents almost 45 percent of our total 
market. The au‘omobile industry is also the major operator of captive 
diecasting facilities. 

Thus the ability of the custom diecaster to compete with custom 
competitor or captive facility is most intensified in the area of auto- 
motive die castings. 

The ability of the custom diecaster to compete for automotive die 
castings is a matter of concern not only to the diecasting industry; itis 
of great importance to the aluminum industry and to the economy as 
a whole. 

For the diecasting industry believes that despite the present im- 
balance of aluminum, the need for further expansion of aluminum 
production capacity will be a matter of urgency within 5 years. 
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We believe that the record of aluminum diecasting production in 
the past justifies this position, however, only so long as our competitive 
ability is unhampered and undestroyed. 

We do not hesitate to tie the need for increased aluminum produc- 
tion capacity to the continued growth of automotive aluminum die- 
casting use. Nor do we hesitate to base the growth of automotive 
use of aluminum diecasting on the abilty of the custom diecaster to 
compete. 

From the time that the first aluminum diecast part was adopted by 
a young and growing automobile industry until today’s average use of 
31 pounds of aluminum diecastings per car every significant or key 
application was originally designed and engineered by custom die- 
casters. 

The future outline of increased automotive use of aluminum die- 
castings has already been drawn—and drawn in the design and engi- 
neering departments of the custom diecasters. Automobile wheels, 
engine blocks, brake drums, and door frames, all massive applications, 
have actually been produced for test purposes by custom diecasters. 

In spite of their importance not one of these major applications has 
as yet been produced in a captive facility, although theiz adoption 
would raise today’s 31-pound-per-car content to a content of 200 to 275 

unds per car. 

And still other applications are possible. Rear decks, retractable 
top panels, seat frames, have been discussed and are being worked on 
by the design engineers of the custom diecasting industry. 

This is a forecast of increased automotive use in a 6-million-car 
year of 1 to 114 billion pounds. This potential consumption is, in 
our opinion, a matter of great importance that affects the national 
economy and the aluminum industry as well as the custom diecaster. 

This forecast is not based on hope, it is based on diecastings that 
exist—on diecastings made by custom diecasters. Its realization 
largely depends on the survival of our industry and its ability to com- 
pete with the captive diecasting facility of the automobile manu- 
facturer. 

Since 1953 that ability to compete has been in jeopardy. 

Ability to compete is predicated upon numerous factors, but basic 
is equal and nondiscriminatory access to the supply of raw material 
at equal and nondiscriminatory prices. 

In both these respects the current hot-metal contracts are discrim- 
inatory and have already inhibited the ability of the custom diecaster 
tocompete and threatens to destroy it. 

Deviously and naively presented as contracts for purchase and 
delivery of molten aluminum, these hot-metal contracts are indeed 
hot. They are a ruthless and arrogant scheme devised to give an air 
of legitimacy to flagrant discriminations in prices in return for a 
mutually advantageous escape from the need to compete fairly in 
the selling and buying of aluminum and aluminum discastings. 

In concept and intent these hot-metal contracts represent a device 
to cover the sale by Reynolds Metal Co. to General Motors and Ford 
at preferential, discriminatory, prices, the same quality and grade 
of aluminum-casting alloy that it sells to others. 

In concept and in intent these hot-metal contracts were planned to 
free Ford and General Motors from the need to compete for available 
supplies of aluminum-casting alloy in a free and open market. 

99185—58——13 
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In concept and in intent these hot-metal contracts were planned 
to free Reynolds Metal Co. from the need to sell the output of its 
expanded facilities in competition, fairly and openly. 

In short, it was good for Reynolds, good for Ford, good for Genera] 
Motors, but not good for the rest of the country—or for small businegg, 

The impact of these hot-metal contracts on small business is a major 
one. Typical is the effect on the diecasting industry. 

A review of the contracts, the testimony of the automobile company 
representatives before this committee last November, available sta- 
tistics, and ordinary commonsense add up to the compelling conelu- 
sion that present legislation is not adequate to present unfair and 
discriminatory practices that are hurting, and may decimate, the cus- 
tom diecasting industry by destroying its ability to compete. 

Diecastings are made of aluminum casting alloys which must con- 
form in chemical composition to standard specifications. These alloys 
may be of primary or secondary origin and are purchased from pro- 
ducers or smelters of aluminum. 

About 70 percent of the industry’s requirements have been pur- 
chased from smelters, the balance from primary producers. The ma- 
jority is purchased in ingot form, although the purchasing of pig has 
been increasing. 

The hot-metal contracts cover primary aluminum casting alloys. 
In the Ford contract dated November 7, 1955, there is a list of three 
specifications. The second of these has a chemical composition which 
is the same as that of ASTM alloy S12A a standard diecasting alloy, 
commercially known as A13 in ingot form, and as 2312 in pig form. 

The particular composition is the one used in the contract as the 
hypothetical example for price determination. 

Gein the current list price for 99-plus aluminum pig of 26 cents, 
and the current AMM quoted price for silicon of 22 cents, the price 
formula yields a net price per pound of 22.63 cents. This is the price 
at which Reynolds sells Ford a pound of primary aluminum casting 
alloy with the chemical composition of alloy A13, in molten form. 

Aluminum casting alloy of like quality and grade is priced by 
oe to the small diecaster at 30.26 cents per pound, in ingot 

orm. 

Aluminum casting alloy of the same composition in pig form is 
priced at 26.50 cents per pound. 

The custom diecaster’s ability to compete is obviously lessened by 
the premium he must pay for his basic raw material—a burden of 
1714 to 3314 percent. 

Since the commodity involved is primary aluminum casting alloy 
of like quality and grade, the only legal basis for the price differences 
must be a difference in cost. The difference in price charged by 
Reynolds for ingoting molten alloy is 634 cents per pound after 
allowed freight cost. The difference in price charged to pig the 
molten alloy is 3.87 cents per pound, or after allowed freight cost, 
3.11 cents. 

Incidentally, at the November hearings, both General Motors’ and 
Ford’s representatives referred to the price of cold alloy pig as 2% 
cents, and the deduction in price for hot metal was referred to as 
2.52 cents per pound. Since neither 2.52 cents nor 3.11 cents nor 
634 cents per pound represents the actual savings or cost reduction 
to Reynolds, the price discriminates against the custom diecaster. 
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On the other hand, if 26 cents is the price that General Motors or 
Ford pays for the metal they take in pig form, then they are buying 
at one-half cent less than the published price for comparable pig. 
Since in this case there are no confusing thermos bottles or complex 
freight-rate distinctions, we are at a loss to understand the reason for 
this one-half cent per pounnd reduction. 

The question may be raised as to the price of the molten primary 
casting alloy and the price of secondary casting alloy ingot. AMM 
quotes smelters alloy of this same composition at 24.50 cents to 25.50 
cents per pound. 

There are other alloys and different computations would apply. 
But if the small die caster can today buy standard alloy ingot below 
the hot metal price, it is a temporary situation, and only happens 
to be true because the automobile industry miscalculated its market. 
If production was at the rate of their original 1958 forecast of 614 
million cars the price would not be lower. 

But more important is the fact that these contracts were initiated 
when secondary was selling above primary and it was the hope that 
a far greater advantage would accrue to Ford and General Motors. 
Right now the fact that they may be paying a premium must be 
causing them some discomfort. However, since they realize addi- 
tional savings because they do not need to melt the hot metal, they 
won’t endanger their earnings. 

We have hope that this committee will find a way to end these 
discriminatory price practices and reestablish the die caster’s ability 
to compete with the automobile manufacturer’s captive facility. 

Paying a premium for our raw material, we cannot do so. The 
entire price structure for automotive aluminum die castings is alread 
damaged and the situation serious. With fair competition restored, 
we repeat our belief in the future. 

We believe that aluminum die casting production will double within 
5 years and treble within 10 years if the custom die caster survives to 
spur developments. In view of what has happened since 1946 and 
in the light of the expressed intentions of the automobile industry, 
we have some justifiable fears. 

In the period from 1946 through 1951, custom die casting sales 
totaled 563 million pounds, and captive production was 102 million. 

In the period from 1952 through 1957, custom die casting sales were 
1,280 million pounds and captive output 480 million. 

Thus, in the 1946-51 period, 514 pounds of die castings were cus- 
tom produced to each pound of captive output. In the 1952-57 period, 
this was more than cut in half to 2.67 to 1. 

These figures are for all aluminum die castings, not only automo- 
tive, but it is not by happenstance that this change in ratio coincides 
with the timing of the hot metal contracts. The Jones Mill aluminum 
casting plant—the first hot metal operation—was constructed in 1952 
and put in production in 1953. This was told to the committee by 
Mr. Tonia of General Motors in November. 

At that time, Mr. Cronin also presented data relating to General 
Motors’ use of aluminum per automobile and the pounds purchased 
from vendors as opposed to the pounds made in their captive facili- 
ties. In 1951 the dues were 7.37 pounds purchased and 4.51 pounds 
made. In 1952, 7.10 pounds purchased and 4.32 pounds made. In 
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1953, 7.50 pounds purchased to 7.74 pounds made—this was the year 
Jones Mill was in production. In 1954 they bought 13.17 pounds and 
made 7.35. This was the year in which the custom die casters really 
developed the transmission business. In 1955 the figures were 15.44 
purchased to 7.35 made. This was before General Motors transmission 
die casting expansion, and also the year the auto industry guessed 
too low. But in 1956 when car production dropped 26 percent from 
7.9 million to 5.8 million cars, General Motors bought 14.57 pounds of 
aluminum and made 13.42 pounds per car. 

In other words, car production dropped 26 percent—aluminum use 
~ car went up 5.2 pounds, but their purchases of fabrications 

ropped eight-tenths of a pound per car while their captive production 
increased 6.07 pounds. These figures are for all aluminum fabrications 
in an average General Motors car, not only castings or diecastings. 

But the jump in 1953 when Jones Mill was first at production level 
is again a remarkable coincidence. And the 1955-56 increase in cap- 
tive fabrications stands in eloquent contrast to the sincere hope ex- 
pressed for their vendors. 

The incentive to develop new applications for automotive diecast- 
ings is not strengthened when the purchaser, after a year, confronts 
you with his plans to make it himself now that you proved it can be 
done. When it is coupled with his own captive cost computed on the 
basis of an inside and favorable price for shemisieinns it is devastating, 

But this is only part of the pressure put on a loyal vendor. We note 
in the transcript of the hearings that General Motors agreed to buy 
at Massena a quantity of aluminum sufficient to make one-half of the 
transmission castings needed for total Chevrolet production. This 
much metal must be purchased whether the transmission diecastings 
are made at Massena or not. Purchase orders for transmission die- 
castings from custom diecasters differ somewhat. They are based on 
an estimated percentage of estimated purchasing requirements. Note: 
Not production requirements but purchasing requirements. 

In other words, if General Motors sales drop, they may make all 
they need and have no purchase requirements. You Just can’t get an 
order for a definite quantity—or definite share of production needs. 
That apparently is reserved for Reynolds and hot metal contracts. 

Ford Motor Co. in their testimony expressed their plans to use more 
aluminum per car. In addition to the advantages of assured supply 
and the lower price which would accrue to them from the hot metal 
contracts—and at the time supply was short and secondary selling 
above primary—the following reasons were advanced : 

(a) They believed the diecasting industry would stay at, or near, 
capacity and were unsure that it could meet the automobile industry's 
needs. 

(b) They felt that the secondary metal supply would be insufficient 
to meet their projected needs. 

(c) That their hot metal contract stabilized the secondary market. 

(d) That asa result the market broke. 

(e) That they intend to continue to buy secondary aluminum cast- 
ing alloy from the smelters. 

(7) That they intend to operate their captive casting plants to the 
extent of their contractual obligations under the molten metal con- 
tracts. 
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(g) That they intend to continue to buy diecastings from their out- 
side vendors with perhaps some “temporary dislocations.” 

We have not yet been able to determine how the custom diecasting 
industry will remain at capacity if its principal customer industry 
produces its requirements in captive plants; or how the supply of 
secondary is relieved by Ford continuing to buy secondary; or how 
they intend to continue to buy diecastings from outside vendors while 
operating their captive facilities up to the extent of their molten metal 
contractual obligations, 

We feel certain, however, that just as a stabilizing effort causes a 
wide break in price, these mysteries will become clear. It looks as 
though we will have plenty of time to figure it out while we are 
temporarily dislocated. 

We think that Ford and General Motors freed themselves from 
the need to purchase metal competitively and in free and open mar- 
kets. We think Reynolds freed itself from having to sell its alumi- 
num in equitable competition with other producers. And we think 
it was done through a devious and elaborately contrived arrangement 
which is no more and no less than out-and-out price cutting on a 
discriminatory basis. 

In exposing these contracts to the light and in examining their im- 
port on the future of the aluminum industry and their impact on 
small businesses such as smelters, diecasters, and other fabricators of 
aluminum, who supply the automobile industry, this committee is 
furthering the intent of the Congress to assist small business. We 
urge the committee to take such steps as are necessary to determine 
whether the price discriminations manifest in these contracts are 

roper. 

; We urge the committee to recommend legislation adequate to pre- 
vent the smothering of the ability of small business to compete equita- 
bly by preventing both unfair price concessions and raw material 
supply manipulations. 

hank you. 

Mr. Yares. Thank you, Mr. Laine, for your strong statement. 

I think we should now, before having questions from the committee, 
adjourn for lunch and come back at 1:30 p.m. We will reconvene 
at 1:30 p. m. 

(Whereupon, at 11:55 a. m., the subcommittee recessed, to recon- 
vene at 1:30 p. m., of the same day.) 


AFTERNOON SESSION 


Mr. Yates. The committee will come to order. 


TESTIMONY OF DAVID LAINE, EXECUTIVE SECRETARY, AMERICAN 
DIECASTING INSTITUTE; ACCOMPANIED BY R. E. KELLER, PRO- 
GRAMS COORDINATOR—Resumed 


Mr. Yarrs. Mr. Laine, how many members does your organization 
have ? 

Mr. Larne. 125 companies. 

Mr. Yates. 125. 

Mr. Larne. 125. 
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Mr. Yares. Can any distinction be made of your membership jn 
terms of large or small, large and small members ? 

Mr. Larne. Yes, sir. 

Mr. Yates. Can you give us that breakdown ? 

Mr. Larne. Some of our member companies do not die-cast alumi- 
num; 108 of our members die-cast aluminum. I have broken down 
those 108 companies from the standpoint of employees. Ten of our 
member companies have more than 250 employees, that is 10 of the 
108; 98 have less than 250. Of the 98, 12 have over 100 employees and 
the remaining 86 companies employ less than 100 people. 

Mr. Yates. Are all diecasters members of your association ? 

Mr. Larne. No, sir. The American Diecasting Institute is a trade 
association, first, of custom producers of diecastings only. Captive 
facilities were not eligible for membership, we do not believe that a 
community of interest exists. 

Mr. Yares. Is there another organization of diecasters? 

Mr. Larne. Not as a trade association. 

Mr. Yates. What kind of an organization is it? 

Mr. Larne. There is an engineering group known as the Society for 
Die Casting Engineers. 

Mr. Yates. And how big is their membership ? 

Mr. Larne. I do not know. 

Mr. Yates. Do you know what organizations belong to that society? 

Mr. Larne. Well, they are mostly captive producers of diecastings 
and suppliers of metal, suppliers of die steels, and other materials or 
machinery to the die-casting industry. 

Mr. Yates. Is there any overlapping membership ? Are any mem- 
bers of the society members of your organization ? 

Mr. Larne. Some of them are. Generally, their aims are technical, 
solely technical, whereas our aims cover the usual activities of a trade 
association. Their memberships are generally on an individual basis, 
although they do have some Se for company memberships. 

The American Diecasting Institute has been in existence since 1928 
as a typical trade association with technical committees and other such 
activities. 

Mr. Yares. Mr. Sheehan. 

Mr. SueeHan. Mr. Laine, in response to Mr. Yates’ question, you 
gave the number of members in your association and you stated that 
there were a certain number with over 250 employees. I noticed in 
your statement here you have rather strong views about the flagrant 
discriminations in prices. 

Mr. Laine. Yes. sir. 

Mr. Sureuan. They are rather hard words and pretty strong, and 
sometimes I like to see those backed up with facts. 

Now, how many members of your association die-cast for the auto- 
motive business, in terms of similar diecasting as Reynolds is now 
doing with General Motors? 

Mr. Larne. Well, Reynolds is not diecasting. 

Mr. Sueenan. They are selling the metal to them. 

Mr. Larne. I imagine there must be 30 to 35 who supply diecast- 
ings regularly to the automotive industry, and about 20 who make 
castings of the general type that are involved here. 















D in 


own 
our 
' the 
and 


rade 
tive 
at a 


’ for 


ety! 


‘ings 
ls or 


nem- 


Lical, 
rade 
Asis, 
Ss. 

1928 
such 


, you 
that 
ad in 
yrant 


. and 


auto- 
now 


>cast- 
make 


ALUMINUM INDUSTRY 193 


Mr. Sueenan. Are any of the other primary aluminum producers 
members of your association ? 

Mr. Larne. What is that, sir? 

Mr. SueenHan. Do any of the Big Three or any other members of 
the original aluminum makers, such as Alcoa, have any membership 


in your group 

ir. Larne, Yes, sir. The diecasting division of the Aluminum 
Company is a member of the Die Casting Institute. Aluminum Com- 
pany of America is the only primary producer operating a diecasting 
division on a job-shop or custom-producing basis. 

Mr. SueenHan. About how much of the automobile castings do they 
furnish, the Aluminum Company of America, for the automobile 
industry ? 

Mr. Larne. I do not think that I can give you any individual com- 
pany statistical data broken down that way. 

Mr. Sueenan. What I am trying to find out is your association 
naturally is concerned with the automobile companies taking away 
business, and I am just wondering what the status is in competition 
between Reynolds, who as you state, apparently has a favorable con- 
tract and with the members of your organization. 

Mr. Larne. Reynolds has no contr act with members of our associa- 
tion in this connection. 

Mr. Yares. I think we had better have that question repeated. 

Will you repeat Mr. Sheehan’s question. 

(Question read.) 

Mr. SuHeeuHan. We will change that to, Reynolds has a favorable 
contract with the automobile people in supplying them the molten 
metal, which apparently in my estimation will put, as you state it, 
some of your members out of business ? 

Mr. Larne. Yes, sir. 

Mr. SHeeHan. What I want to find out is how much of a part the 
product of Reynolds’ direct competitors has to bear on your total 
membership, only insofar as it applies to the automobile industry ¢ 

Mr. Larner. Well, Alcoa’s total percentage of the diecasting busi- 
ness is probably 5 or 6 percent. Their automotive business is some 
fraction of that, it might be half of it, I don’t exactly know. But 
Alcoa’s diecasting division is not the largest diecaster in the United 
States. 

Mr. SureHan. That is what I am trying to find out. Who is? 

Mr. Larne. The largest would be the Doehler Jarvis division of 
the National Lead Co. 

Mr. Sueenan. That is small business, is it ? 

Mr. Larne. No; we have 50 companies who are not small business, 
as I pointed out, from our definition of over 210 employees. 

Mr. Surenan. Who are the top diecasters with reference to sup- 
plying the automobile industry, ee named 1, this division of Na- 
tional Lead, who are the next 2 or 3, do you have any idea? 

Mr, Larne. You mean the aluminum castings only ? 

Mr. Sueenan. Yes, only aluminum we are talking about. 

The Cuatrman. I didn’t understand his answer to Doehler Jarvis 

ply to being a large diecaster for the automobile industry. 

ite Larne. They are very large in sales of automotive diecastings. 

Mr. Surenan. They are a subsidiary of National Lead Co. ? 
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Mr. Larne. I don’t have those figures, but from memory I think 
that Precision Castings in Fayetteville, N. Y. 

Mr. Sueenan. Is that an independently owned company ? 

Mr. Larne. Recently they were merged into Harsco Corp. 

The Cuarrman. Is this one of the big companies in your associa- 
tion ¢ 

Mr. Larne. Well, when a company is merged into a large corpora- 
tion, I can’t any longer go by their diecasting employees. 

The Cuarrman. I should know much more about this business than 
I do, but I don’t even know if Harsco is a big corporation. 

Mr. Larne. Harsco is a large corporation, They are primarily in 
the steel business and products of that kind. 

The Cuatrrman. When was the merger ? 

Mr. Larne. About 2 years ago. 

Let me see if I can find some information on that. 

The next largest aluminum producer would be Alcoa’s division, 
then there would be Accurate Die Casting Co. of Cleveland, Mount 
Vernon Die Casting Co., the Die Casting division of Hoover, Parker 
White Metal Co. in Erie, Pa. 

Mr. SuHeenan. That is enough for my particular purposes. Now, 
can you identify whether these are all wholly owned comments or 
are they subsidiaries and affiliated with other corporations! 

Mr. Larne. Of the 10 largest custom diecasters, 4 are divisions of 
the larger companies. 

Mr. Sueenan. The reason I asked that, information has been given 
to me—and I am not vouching for its accuracy, I am merely trying 
to find out—but I have been told in the custom diecasting business, 
3 of the companies do 70 percent of the business. 

Mr. Laine. Three companies do 70 percent of the business? 

Mr. Sueenan. That was with reference to automotive work ? 

Mr. Larne. The 10 largest custom diecasters as a total do 43.7 per- 
cent of all custom diecasting business. I cannot bring that down as 
to what percentage they do of automotive, but I do not believe that 
it will total 75 percent. 

Mr. Sueenan. I am not vouching for the accuracy of this. The 
reason I question it, I wanted to see what the facts are. 

These 10 that you are talking about that do 43 percent of the 
business, are they included in that total of of 125 that you talked 
about before ? 

Mr. Larne. Yes, they are included in the 125, and in the 108. 

Mr. SuHeenan. In other words, roughly less than 10 percent of the 
companies do about half of the business ? 

Mr. Larne. 10 percent of the companies do 43 percent of the total 
business. 

The Cuarrman. With the automobile division ? 

Mr. Larne. Automobile included, I can’t give you the exact—ac- 
tually, in some of those companies, at least, the pattern of diversity 
of production is more widespread than in some of the smaller com- 
panies who have a higher percentage of the automotive. 

Mr. SurrHan. You were here this morning, as I remember, and 

ou heard Mr. Davis when we questioned him as to whether or not 
in 1965 there might be a shortage of aluminum in the industry. I 
notice in your statement you think that within 5 years there will bea 
matter of urgency for aluminum supply, is that right? 
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Mr. Larne. That is my belief. 

Mr. Sueenan. I notice in the figures you gave on page 10 and 11, 
and I am only trying to get them in the proper focus, if you want 
to refer to them, you point out that in the years 1946 to 1951 the 
custom diecasting did 563 million pounds, and the captive production 
was 102 million pounds? 

Mr. Larne. Yes, sir. 

Mr. SHeeHAn. At that point, the captive production amounted to 
16 percent of the total production. Then in the figures you give from 
1952 to 1957, you show that 1,280 million pounds were done by the 
custom diecasters, and 480 million pounds by the captive producers, 
which now shows that the captive producers are doing approximately 
97 percent of the business, or an increase of from 16 to 27 percent 
which is a sizable increase. However, in all fairness to the figures, I 
note that you make reference to the fact that “it looks as though we 
will have plenty of time to figure out why we are temporarily dis- 
located”, but by the same token, the members, your own members, 
your own group, increased their total tonnage over 50 percent in that 
period of time. So apparently they are not going out of business, are 
they ‘ 

Mr. Larne. Wecan say that our business doubled. 

Mr. SHEEHAN. You went from 563 million to 1.2 billion 

Mr. Larne. That is a 100 percent increase. 

That is a 300 percent increase on the part of the captive production. 
And that took place with only the start of the flow of molten metal. 
These contracts, if you will recall Ford testified somewhere in these 
transcripts that they expect to receive 18 million pounds in 1958. 
The contract calls for 64 million pounds. I presume that by 1959 
they will be receiving full deliveries. Our question is this: We are 
losing business every day as they manufacture these castings in cap- 
tive facilities, and as more and more of these facilities are put into 
play, in spite of increases in the use of aluminum diecastings in auto- 
mobiles, we are going to make a smaller and smaller portion of the 
requirements for what is now our principal customer, to the point 
where we may make none. 

Mr. Surenan. That is true. But by the same token, in spite of 
the fact that they have increased from 102 million pounds to 480 
million pounds, your members have also doubled their particular 
capacity, so I am just questioning the impression which might be 
left that because the automobile people are going to do this, that you 
people are going to go out of business. Do you mean to say that by 
1965, within 5 years, they are going to have to double the production 
in order to keep everybody in business ? 

Mr. Larne. I believe that we can compete, and we are not worried 
about captive production. We will take our chances. We cannot 
compete if we must pay from 17 to 3314 percent more for the raw 
material. I do not believe that Ford or General Motors will operate 
facilities if it involves them in higher costs. And so long as they 
have a protection in the form of a lower raw material price, we cannot 
ever prove to them that their costs are out of line. 

If we could bid metal at the same cost as they buy it, we could buy 
on their work against the captive facilities and sell our product. 
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Mr. SuHeeHan. Well, couldn’t some members of your association— 
and I am sure if the aluminum companies did not agree to it, it 
would be that a violation of the Robinson-Patman Act by not giving 
equal customers equal prices—couldn’t a group of your companies 
get together, or one of your companies, build a facility right next 
to the aluminum company and buy the molten metal ? 

Mr. Larne. No, sir. 

Mr. Sueenan. Why not? 

Mr. Larne. We have no assurance of receiving orders. 

Mr. Sueenan. You could go to one of the automobile companies 
and make a contract to deliver these die casts at a certain price. 

Mr. Larne. You cannot get an order of that kind. 

Mr. SuHeenan. Why not ? 

Mr. Latng. When you bid to an automobile company, they tell you 
what their estimated production requirements—estimated purchase 
requirements will be, not production requirements. And they ask you 
to bid on a daily delivery rate for all or part of the estimated pur- 
chase requirements. After you negotiate a price for the castings on 
that basis, you receive from them a contract that has no specified 
number of castings, but depends on monthly releases. On the 25th 
of the month you normally get the release for the following month. 
And you do not know until the 25th of a given month what you will 
have to make the next month. It can be zero, as it is in some cases 
today, or it can be full daily requirements that you bid on, or 25 
percent more than that. And you have no way of knowing it. We 
do not control production of automobiles, nor can we get an order 
that guarantees that we may supply so many per day or so many per 
month or so many per year. We are required to bid on the business 
of supplying only what they release for the given month, and month 
to month. 

Mr. SuHeenan. Then it would seem to me that none of your con- 
_— would want any type of contract like that, because they don’t 

ow where they are from month to month; it would be better that the 
automobile companies should risk that problem. 

Mr. Larne. The automobile companies will not risk it. We take the 
risk. And the fact of the matter is that, so far as this particular issue, 
which is one of molten metal, goes, as you recall, you are required to 
take deliveries either 7 days a week or 5 days a week. We would either 
be buried in molten metal or we would have to take it in pig, and we 
would have more pig than the producer before we get done. 

Mr. Suerenan. And, therefore, the automobile companies are now 
taking that risk, and they have to get rid of that molten metal regard- 
less of what happens to it? 

Mr. Larne. They are not necessarily taking a risk, because all they 
have to do is cut down on what they get from outside vendors. In 
addition to which the contract, the Massena contract, provides that 
if Chevrolet production schedules drop, they don’t have to take more 
metal than half the production contracts. 

Mr. Sueenan. I can’t argue the logic of that. We know in defense 
contracts, and Government contracts, subcontractors get a lot of busi- 
ness from big companies and can’t do it, and they just take it onto 
themselves. 
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Mr. Laine. But the point here is a price factor, and the question of 

utting up a facility adjacent to an aluminum plant, in order to be 
able to supply our principal customer, which is the automobile indus- 
try. And we obviously cannot get orders that would permit that, we 
are not in control of it. There are only three companies who are bi 
enough to take such a deal, and that is General Motors, Chrysler, an 
Ford. 

Mr. Sueenan. So I can only make one observation at this point. I 
assume you have been in business for yourself someplace along the 
line, and I know that you are old enough and smart enough to know 
what has happened in America, and as a businessman you would review 
the steel eaaies or the automotive industry, and you know that it 
has been a continuous, throughout the years, a continuous integration 
process. Briggs body used to be seperate from Chrysler, Fisher body, 
and we could get right down the line. And the history has been that 
where the automotive companies can make savings, they take these 
functions unto themselves in most cases. And your business will— 
I won’t say suffer—but I think will eventually be in the same position, 
where if they can manufacture it better or cheaper they are going to 
take the company over or put up their own facilities. 

Mr. Larne. We recognize that. And if that was not tied to a dis- 
criminatory price on raw material we would not be here today. The 
fact that they can buy their metal at a price that we cannot buy it is a 
matter of concern that brings us here. 

We believe those contracts provide discriminatory prices for the 
same material that they sell us. 

Mr. SHeenan. Well, then, I assume that your association should 
notify the Justice Department and inform them what you know about 
discrimination, and let them judge so the citizens can determine 
whether it is discrimination or not. 

Mr. Laine. Well, we intend to. And we also hope that this com- 
mittee will take such action. 

Mr. SHeenHan. Except I am afraid we cannot judge discrimination. 

Mr. Larnz. I mean notify the Attorney General. 

Mr. Sueenan. In that case, yes. Notify him to look into it? 

Mr. Larne. Yes, that is correct. We will be able to prove our 
position. 

Mr. Yates. Mr. Riehlman. 

Mr. Rreuiman. No questions. 

Mr. Yates. In response to Mr. Sheehan’s question, I gather the 
impression that it was being suggested that if you could not do busi- 
ness with the automotive industry, because it might be termed a nor- 
mal attrition process in American industrial development, and in 
view of the fact that you have the opinion that the demand for 
aluminum will be tremendously increased within the next 5 years, 
what other industries can you go into as diecasters? 

Mr. Larne. We tied our belief to the increase on the fact that we 
would be able to sell the automobile industry, and that we would be 
selling them things that they are not now able to make for themselves 
in increasing numbers. 

Mr. Yates. What other industries do you serve ? 

_ Mr. Lary. The appliance industry, the agricultural machinery 
Industry, business machines, commercial equipment, plumbing—— 
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Mr. Yares. Are there any captive plants in any of the other indus. 
tries? 

Mr. Larne. There are some captive plants in some of the other 
industries, but those captive plants are buying pig or ingot on the 
same basis as we are, and we are not worried about those captive 
plants. These are the only captive plants that have a favorable raw 
material price, the automotive plants. 

Mr. Yates. Are any of the other industries than automotive that 
you have mentioned as large consumers of aluminum as the automo- 
tive industry ¢ 

Mr. Larne. No, sir. 

Mr. Yates. Which is the next largest industry ¢ 

Mr. Larne. The appliance industry, home appliances. 

Mr. Yares. Is it possible that any of the companies in the appliance 
industry are large enough to be interested in the hot metal contracts? 

Mr. Larne. I do not believe so, because of the nature of the applica- 
tion, as well as the fact that the appliance business is not equally 
concentrated to the automobile business. In other words, while there 
are major appliance companies, big ones, there are more big ones, and 
there are many more companies involved, also the type of use, the type 
of part that is made is of lesser weight than is true in automotive— 
I mean, an automotive transmission casting cover can weigh from 10 
to 19 pounds. I do not know of any aluminum application in the 
appliance field that is anywhere near that weight. 

Mr. Yates. When we discussed aluminum for the automotive in- 
dustry, do we include the Kelvinator division of Nash, for example, 
that makes the refrigerators, do we include the Frigidaire, or are 
they limiting it to automobiles? 

Mr. Larne. We include them under home appliances. We receive 
reports from our members of shipments according to end uses taken 
from the standard industrial classification manual of the Govern- 
ment, and appliances and automotive are separate classifications, 

Mr. Yates. The automotive companies are in the appliance busi- 
ness now, aren’t they? Isn’t it possible that the hot-metal contracts 
will be used for castings, for the appliance field too? 

Mr. Larne. If they have to use up their metal, it is possible, but I 
believe that their aim here is transmission castings, the Massena op- 
eration is referred to as a Chevrolet transmission division, certainly 
the Lister Hill development is primarily for transmission castings, 
they are mainly for their automotive divisions. I think that was 
brought out in the earlier testimony. 

Mr. Yates. Well, that is today. It is possible that tomorrow they 
may want to expand. 

Mr. Larne. It is certainly possible. It is also possible that if 4 
favorable price prevails, and you can make deals of this kind, that 
some of the other large buyers of die castings might try and find 
how they can get into this kind of a deal too. That is precisely what 
we are talking about. 

Mr. Yates. Have you tried to buy hot metal from the Reynolds 
Co. ? 

Mr. Larne. No, I don’t believe any die caster has tried to buy hot 
metal. I am not sure, there may be one that did try, but I don’t be- 
lieve so, because it calls for a facility near the smelting plant, and 
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that requires an assured production rate of a given type of produc- 
tion, and no die caster is in a position to assure that, so they could 
not buy it on the same kind of a basis. Their business is diversified, 
they have to supply other customers, to put up a special purpose 
plant and take the kind of metal deliveries per day that are required, 
they would have to have assurance of orders that could justify such 
a plant, and nobody but the automobile companies can be assured of 
that. They will not buy from us on a basis that assures that to us. 

Mr. Yates. Why do you term this a discriminatory price? When 
the companies were in before us, they said they soldat a public price, 
now, do you consider this a deviation from the public price? 

Mr. Larne. A devious deviation. 

This is allegedly a new product, but it has been denied by at least 
three other primary producers, who stated that was not a new prod- 
uct, it is the same molten aluminum, the same aluminum, but in a 
different form. 

The kind of confusion that comes up is that the pricing formula 
refers to 99-plus pig. This is aluminum. That is in the pricing 
formula only. The metal that is delivered is known as producers 
alloy. That is a different product. 

Now, you can buy primary aluminum in the form of pig or in the 
form of ingot. And, although there is no contract for it, presumably 
you could even buy molten primary aluminum. Producers alloys are 
sold in the form of pig, in the form of ingot, and to two companies in 
molten form. But the products as separate commodities would be 
aluminum and aluminum alloy. 

Mr. Yares. Is aluminum alloy a more expensive product than alu- 


minum pig? 

Mr. Larne. Yes, sir. 

Mr. Yates. Then insofar as the Government’s contracts with the 
company are concerned, the Government pays a potas price for 


aluminum. Insofar as the company delivers an alloy rather than an 
aluminum, a type of aluminum, is it your contention that there is a 
greater discount to Ford and General Motors than the Government 
receives, a greater discount so that the price is lower to these companies 
than the Government ? 

Mr. Lanz. No; the Government does not buy producers alloy. The 
Government is buying aluminum. This contract covers the sale of 
alloy, producers alloy. 

The confusion here is, if you will recall the pricing provisions, the 
terms of the contract provide that they will take molten aluminum 
casting alloy, or take it in pig form if they cannot accept it in the 
molten form. And the price for the pig should be the published price. 

Yet both General Motors and Ford referred to that price as 26 cents, 
which is not the price quoted for the producers alloy. The price should 
be 26.5 cents. 

Mr. Yates. The price should be 26.5 cents for producers alloy ? 

Mr. Larne. That is correct. If you have an American Metal Market 
there, you can see what I am talking about. 

Mr. Yates. Mr. Dalmas. 

Mr. Datmas. I just want to ask Mr. Laine what the number of the 
alloy is that you call producers alloy ? 
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Mr. Larne. Well, producers alloys come in a whole series of mix- 
tures. American Metal Market lists producers alloys in 3 forms of 
pig: 2812, A2312, and EC grade, and in ingot form—— 

Mr. Darmas. 2312 contains 12 percent of silicon and something else? 

Mr. Larne. About six-tenths copper. 

Mr. Datmas. I beg your pardon. 

; Mr. Larne. Five- or six-tenths copper. And that pig is the same ag 
A13 ingot. 

Mr. Dauwas. The price I am looking at is 26.2 cents per pound. 

Mr. Larne. That is A2312. The specification of 2312, which is 
quoted at 26.5 is what I am looking at. And that is the same as 13, 
which is 2312 in ingot form, which is what the diecaster would buy, 

And that same alloy is quoted as a secondary, a smelters alloy, and 
the smelters alloys, 43 and 13 alloy, with a 60 copper maximum, is 
shown as 24.5 to 25.5 cents. 

This American Metal Market I have is February 19, but I do not 
believe there has been any change in the prices. 

Mr. Dautmas. You said, though, that the diecasters, just to keep the 
record straight, as between the primaries and the secondaries, that 
the diecasters ordinarily bought approximately 70 percent of their 
requirements from the second producers. 

Mr. Larne. That is right. Not all of our needs are any one alloy, 
but if we could buy primary alloy, if any of the primary companies 
would like to sell us at 22.6, I am sure they can get all the business 
they would like from us. 

Mr. Datmas. Mr. Chairman, just one other thing. 

Mr. Laine indicates that in this particular contract for hot metal 
the price is based on the metal including the alloy, the higher priced 
metal, As I recall, it was testified to last fall, I do not know the page 
number, so I cannot give it to you exactly, that the price was based on 
the metal plus an additional charge for the alloy. 

Mr. Larne. Mr. Dalmas, perhaps I could clarify that. The com- 
modity aluminum casting alloy of varying specifications is covered 
by this contract. The price is determined by a formula. In this for- 
mula the first thing is the list price of 99-plus pig. From this they 
can deduct a freight factor. 

Mr. Darmas. That is 26 cents. 

Mr. Larne. That is correct. They then deduct a freight factor. 
And I would not read the page on what the freight factor is, but it 
is undevious. 

Mr. Datmas. It is what? 

Mr. Larne. It is very simple. 

Mr. Yares. He said it is not devious. 

Mr. Larner. It is undevious: It is very complex and very compli 
cated. 

They then deduct 10 percent after they have taken the freight 
factor out of the price of 99-plus pig. 

Then they take the percentage of aluminum in the alloy. In other 
words, if it is 88 percent aluminum or 89 percent aluminum, they 
take that remaining factor times 89 to determine the aluminum con- 
tent of the alloy. 

Then they add the 11 to 13 percent of alloy to arrive at the price 
for the commodity known as casting alloy. 
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Mr. Davoas. Is not that what I said ? 

Mr. Larne. Well, I think that you talked about the price of pri- 
mary aluminum, but primary aluminum only enters in here to that 
extent. 

Mr. Datmas. In other words, the base price is 26 cents. You deduct 
the freight factor; you deduct 10 percent; and then you add another 
increment for the alloy. 

Mr. Larne. Yes. 

Mr. Yates. The difference between this formula and the formula 
that is used for Government purchases is that in the case of Govern- 
ment purchases, no silicon or other alloy is added, is that correct? 

Mr. Larne. That is right. Therefore, there is no formula needed. 
All they have is a published price. And if this were a fourth com- 
modity, if that is what they are talking about, or a new commodity 
in the aluminum field, we would see no reason that there would not 
be a published price, and it be available, as are all other aluminum 
products, to all purchasers and users of it. 

But this is not done that way. 

Mr. Yates. What do you pay for this 2312 alloy when you buy 
it from a smelter in the secondary metal ? 

Mr. Larne. Well, 2312 is a producer’s alloy pig number. The 
smelters do not quote on that in pig form, but in ingot form you 
would have to pay 24.5 to 25.5 cents. Now, in ingot form, if you buy 
it from a producer, it is 30.20 cents. 

Mr. Yates. Why is it more? 

Mr. Laine. I think maybe Reynolds Metal Co. ought to answer 
that question. I only know one thing, and that is that historically, 
except for exceptional periods, smelters’ alloys will be below the price 
of the comparable primary alloy, because they—— 

Mr. Yates. Does it have the same chemical content ? 

Mr. Larne. It has the identical content, it must have the identical 
content to meet ASTM and SAE specifications, it must meet 
standard specifications, either issued by the American Society for 
Testing Materials or the Society of Automotive Engineers or some 
other recognized standards agency. 

Mr. Yates. Then why does not the public in general that needs 
this type of metal just buy it from the smelters rather than the pri- 
mary producers / 

Mr. Latnr. My friend Mr. Burton will answer that one. 

Mr. Yates. Well, it seems to me, knowing as little as I do about 
this business, that it would be obvious that people would just go to 
the smelters rather than buy it from the primary producers. Does it 
not seem that way to you? 

Mr. Larne. Well, we do buy as much as we can from the smelters, 
and for precisely these reasons. 

But the question of discrimination is this: If a specification calls 
for primary alloy, and there are specifications that do, we would have 
to buy primary. If we try to buy that primary, we must pay 30.20 
cents in ingot form. 

Mr. SHeenan. Mr. Laine, with reference to your statement on page 
9, the bottom of page 9, take a look at that, wherein you say: 

But if the small diecaster can today buy standard alloy ingot below the hot- 


metal price, it is a temporary situation and only happens to be true because 
the automobile industry miscalculated its market. 
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In other words, I gather from that that the automotive people are 
paying more than they should pay as of the present time, 1s that not 
right ? 

Mr. Larne. I think at the present moment it is costing them more 
than they could buy a standard alloy, not the identical alloy. You 
see, the point I am getting at is that I used A13, because A138 alloy 
happens to be one in this contract used for pricing purposes, and in 
wake not to construct a price on an alloy that was not listed, I used 
the identical example that is in here. That is not the most used 
diecasting alloy. It just happens to be the one quoted in the con- 
tract. There are other alloys, and different computations would be 
necessary. 

But I wanted to refer specifically to the one that is so elaborately 
set forth in the contract. And it happened that that composition 
is a diecasting alloy. 

Mr. Sueenan. In other words, the automobile companies some- 
times make mistakes ? 

Mr. Larne. They are not infallible. 

Mr. Sueenan. The only reason I bring that in, it seems to me—and 
I was just wondering what your opinion is—there must be other ad- 
vantages to this hot molten metal contract other than price, but every- 
body seems to be emphasizing price. 

Mr. Larne. Mr. Sheehan, I can assure you that the only reason that 
anybody goes into the diecasting business or signs a hot-metal contract 
is because he can make it cheaper or make a price advantage. That 
is a legitimate aim of American business, and where it is followed 
legitimately, we have no objection to it. 

Mr. Sueenan. Well, I do not quite fully agree with you. I have 
been buying merchandise for a number of years, and I will admit I 
have bought merchandise from one supplier and paid more for it 
than I could buy it from another, because things enter into it—the 
reputation of the company, the fact that they may take back damaged 
merchandise, they have treated you fairly over a long period of time— 
and price is not the only consideration. 

Mr. Larne. But the price that they sell you that merchandise is the 
same price that they offer the people in competition with you. 

Mr. SueenHan. There must be other advantages than just price. 

Mr. Larne. The advantage is a lower cost of manufacture, that is 

orice. 
Mr. Surenan. That is a different matter. In other words, what 
you are saying, they are going to be able to manufacture cheaper with 
their own facilities than they can by contracting it, forgetting about 
the difference in price? 

Mr. Laine. If they paid the same price for metal, in spite of the 
fact that they save some melting costs, we could compete with them. 
But since they pay less for the material, we cannot overcome that 
kind of a difference. It is the identical material. 

Mr. Surenan. However, you have just said that they will make 
other savings. 

Mr. Larne. They will make other savings. We can offset. those 
other savings, but the whole point is that we cannot offset the difference 
in raw material. That is absolutely impossible. We can offset the 
savings that they can make in melting. That is our business. Tech- 
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nologically, we are the leaders in the field, and that is our business. 
As job shop producers, we have to keep ahead of all the needs of our 
customers, and we do this. But we cannot compete with a raw 
material disadvantage ; this we cannot handle. 

Mr. SurenHan. There must be some equity in it. 

Mr. Larne. That is right. 

Mr. Sueenan. That is all. 

Mr. Yates. Alloy No. 2312, is that only a producers alloy, or can 
that be a primary alloy, too? 

Mr. Larne. It could be. This particular 2312 number refers—it 
is in the table of producers alloys, that is the number that they put 
on it. 

I believe that the smelter could produce 50-pound pig to that 
composition. And Mr. Burton might be able to answer that. What 
their price would be, I do not know, because they do not normally 
quote on that. 

Mr. Yates. Under what circumstances would you want a primary 
alloy rather than a producers alloy ? 

Mr. Larne. Well, the primary is a producers alloy. The times you 
would want producers ie or primary is where a specification calls 
for it. 

Mr. Yates. I know. But you stated a few moments ago that you 
used 70 percent producers alloy 

Mr. Larne. Smelters. 

Mr. Yates. Secondary, and 30 percent from the producers. Why 
did you say you did not use all from the smelters ¢ 

Mr. Laine. Because we have specifications that call for primary 
alloys. 

Mr. Yates. Primary alloys. And the smelters cannot give you 
primary alloys? 

Mr. Larne. No, sir. They work from scrap. The composition is 
the same, but we find that there are requirements that you use pri- 
mary on certain jobs. 

Mr. Yates. Can they use primary scrap ? 

Mr. Laine. They start with primary scrap, but that is scrap, that 
makes it a smelters alloy, that makes it a secondary alloy. 

Mr. Yates. Even though it is the same chemical composition as 
the primary ? 

Mr. Larne. Yes. I think it has something to do with intergranular 
oxides or something I cannot answer. 

Mr. Yates. I still do not see where your specification would call for 
a primary alloy if you get the same ingot from a smelter, if you can 
get it cheaper. 

Mr. Larne. Most of the specifications permit you to use either a 
smelters alloy or a producers, either secondary or primary. 

Mr. Yates. Apparently 30 percent of them do not. 

Mr. Laine. Some percentage, currently 30 percent. 

Mr. Yates. Why is it cheaper to get these smelter alloys, and you 
get the identical product ? 

Mr. Larne. There are prejudices even in engineering and design. 
I think the representative of the smelting industry will be able to 
answer the fact that we do not know why there should be some speci- 
fications that call for primary. During the war where aircraft func- 
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tional parts were involved, the Air Force specified primary metal, 
The specifications themselves as issued by ASTM deal in terms of 
chemical composition and do not refer to the origin. 

Yet you can buy it from a primary producer or a secondary producer, 
and where it is specified with the letter “A” in the ingot table, it refers 
to a primary source. 

Mr. Datmas. Mr. Laine, the chairman was asking about the accepta- 
bility of secondary metal, and the price differential between a second- 
ary and a primary metal. I would like to ask you this, based on 
what we have learned here in the previous hearings: It is not true 
that the price of secondary metal is controlled somewhat, or almost, or 
absolutely, by the price of scrap and the availability of scrap? In 
other words, in short supply of scrap, the price of secondary metal 
goes up, as it did, and it went up in periods of short supply higher 
than the primary metal ? 

Mr. Larne. Right. 

Mr. Datmas. So ou do have a variable factor there in the price 
of secondary metal that you do not have in the price of primary metal! 

Mr. Larnz. That is correct. 

Mr. Datmas. Is the supply of secondary metal, generally speaking, 
as dependable as that of the primary metal ? 

Mr. Larner. As far as casting alloy is concerned, we have depended 
on it. There have been times of shortage, but at those times we could 
- get primary because primary was short, they are related to each 
other. 

I think Mr. Burton can better answer the questions of the price of 
secondary metal than I can. We buy it, but we do not make it, and 
I am not familiar with all of the manufacturing problems that come 
into it. 

Mr. Datmas. You were talking, too, about the acceptability of sec- 
ondary metal as compared to primary metal. Now if you take the 
scrap and manufacture it into secondary metal, the scrap having gone 
through certain cleaning processes, segregating processes, and so on, 
a oa alloy, is not the secondary metal as acceptable as the primary 
metal ¢ 

Mr. Larne. In our opinion, it is, and should be, if it meets the 
standard specifications, it should be acceptable. 

Mr. Damas. There is no factor of impurity involved in the metal, 
isthere? I mean if itis cleaned right said melted right. 

Mr. Larne. In indicated chemical composition, there is no differ- 
ence. 

Mr. Datmas. Thank you. 

Mr. Yares. Mr. Riehlman. 

Mr. Rreniman. Mr. Laine, I am rather new on this committee on the 
aluminum industry. As I recall last fall’s hearing and the questions 
asked of General Motors and Ford Motor Co. representatives, one 
concern was whether or not this new process would take from the 
small independent processors or fabricators any of their volume of 
business, I think the record shows that their statement was some- 
thing to the effect that they did not anticipate it would affect 
their volume of business, that in fact their plans to increase the 
poundage in the automobiles that they intend to manufacture in the 
years ahead would even increase the independents’ production and 
their opportunities for additional contracts. 
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Mr. Larne. Mr. Riehlman, I think you will find that those were 
hopes rather than flat statements. They hoped that this would be true, 
they hoped that there would be only temporary dislocation. Mean- 
while, they have signed contracts for molten metal, casting alloy, to 
be used in casting plants. And if they find more uses for aluminum 
on an automobile, and they make enough automobiles, we are liable 
to get some of the business. But they have stated that they intend to 
use their own castings facilities up to the point of their metal con- 
tracts, obviously. And we will take what is left over. 

The question here is not 1 of gross gain in terms of pounds alone, 
but 1 of realizable accomplishment or percentage of our potential 
gain. In other words, if we were supplying 100 percent of the auto- 
mobile diecasting needs, and we are now supplying 50 percent, it is 
true that if the market doubles, we would not lose any pounds, but 
we will be down to 25 percent. And I do not think that American 
industry builds on the basis of a generally diminishing market poten- 
tiality. And when that is tied to one factor only, a lower price for 
raw material, we are burdened unduly. Our competitive ability is 
lessened by this, the incentive and the ability to compete is lessened. 

Mr. Rreuitman. Do you have any specific instances that you could 
cite to the committee where the industry has up to this point lost 
contracts ¢ 

Mr. Larne. I think that the statistics that General Motors gave 
on, I believe, page 28 of the record, indicate the point we are talking 
about—page 231. 

Mr. Rirentman. I am asking about your own group of people that 
you represent. 

Mr. Larne. Sure. Our deliveries of diecastings to the automobile 
industry at present are off by a greater amount than car production. 

Mr. Rrexitman. Can you specifically lay it to this hot-metal con- 
tract # 

Mr. Latne. We can lay certain specific cases to it. There are parts 
being made in the hot-metal plants in quantities which formerly 
were purchased. 

Mr. Rreutman. That is the point about which I was asking. 

Mr. Larne. Definitely. There are transmission castings. 

Mr. Rrentman. Give us the specific companies that are affected. 

Mr. Larne. I am sorry. I am not at liberty to give that informa- 
tion. I would have to obtain a release from the companies involved. 

Mr. Rirui~MAN. You are just giving us information in general terms, 
are you not ? 

Mr. Larne. Well, statistical evidence is available in Government 
statistics that shows the relationship between castings produced for 
sale, diecastings for sale, and diecastings for own use, and the numbers 
alone show it, because this is not a question that can be determined 
month by month or year by year, it must be taken over a long period 
when theses contracts come into play and new facilities are put into 
operation. But certainly the diecasting industry, the custom die- 
casters, are delivering a smaller portion of the total market than they 
were 5 years ago. 

Mr. RreutmMan. In comparison to the number of cars that were being 
manufactured ? 





206 ALUMINUM INDUSTRY 


Mr. Larne. In comparison to the number of cars. I cite one exam- 
ple here: that in 1956 General Motors—and this was all fabrications, 
ut I think you will find that the greatest content of the aluminum 
usage is diecastings—in 1956 car peeteeie dropped 26 percent from 
7.9 million to 5.8 million cars. General Motors bought 14.5 pounds 
of aluminum fabrications and made 13.4. 

Now compared with the previous year, production of cars drop 
26 percent and aluminum use per car went up 5.2 pounds; yet they 
bought eight-tenths of a pound less per car and made 6 pounds more 
per car than in the previous year. Whenever there is low-car produc- 
tion, the captive facility is used to turn out the parts; when car pro- 
duction is very high, and their facilities are not sufficient, our volume 
is at high levels. 

Mr. Rrentman. Is that not true in most any type of industry? 

Mr. Larne. We have no quarrel with that, so long as they do not 
get a lower price of raw material to make their cost look better than 
we can sell for. 

Mr. Rrenitman. Counsel is calling my attention here to the fact that 
the Chrysler Corp. apparently used twice as much aluminum in their 
manufacture of cars as the other car producers. 

Mr. Larne. Correct. 

Mr. Rrentman. And yet they have a large captive plant of their 
own; is that correct ? 

Mr. Larne. No. They have a very small captive aluminum facility, 
and it is almost new. The Kokomo facility is just starting, it is 
hardly in production, besides which we are not worried about that 
particular facility, because they are buying aluminum in pig form, 
they are not buying molten aluminum. 

Mr. Rrentman. You are not apprehensive that the expansion of 
that plant will affect your industry at all ? 

Mr. Larne. We have lived with that situation before. We did not 
complain when General Motors put in the Bedford facility or Ford’s 

lant in Monroe, Mich., or any plant that uses cold metal, and buys 
it at the same price we do. 

Mr. Yates. Well, is Chrysler buying pig at 26.5 or 26 cents? 

Mr. Larne. I presume they are buying it at 26.5, if it is pig, or 
whatever price—— 

Mr. Yates. In other words, the published price? 

Mr. Larne. The published price, or the quoted price, if it is a 
smelters alloy. 

The point here is that here are two facilities put in that are predi- 
cated upon a favorable price for raw material. We cannot compete 
with those facilities. If the difference in price were 3 cents a pound, 
not 7, on a 19-pound casting, we start out 57 cents higher, and we can- 
not overcome that whatever we do. 

Mr. Yates. How does the scrap market affect your business? Sup- 
pose the price of scrap goes up ? 

Mr. Larne. If the price of scrap goes up, I presume the price of 
secondary will increase. If the price of secondary increases, we will 
be in the same boat as any cold metal plant using the given alloy, 
whatever it may be. 

Mr. Yares. Will this make your position more difficult, in view of 
the contracts such as the hot metal contract ? 
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Mr. Larne. It is conceivable that it would, because the favorable 
price for primary would then be what they hoped it would be at the 
time they made the contracts, when you recall the price of secondary 
was some 29 cents. So on that basis we would be much higher, and 
therefore less able to compete with the hot metal plant. 

Mr. Yares. You might find nares at greater disadvantage. 

Mr. Larne. Against hot metal. 

Mr. Yates. Any other questions ? 

Mr. Daumas. I just want to ask one question, Mr. Chairman, if I 
may. 

s the Aluminium Company of Canada a member of the association ¢ 

Mr. Larne. No, sir. 

Mr. Datmas. Thank you. 

Mr. Yares. Thank you very much, Mr. Laine, for your statement. 

Mr. Sheehan asked me to find out who the officers of your institute 
ary Do you have any objection to putting their names in the rec- 
ora ¢ 

Mr. Laine. Well, at the present moment, the president of the insti- 
tute is Mr. Sheehan of the Aluminum Company of America, But I 
would like to point out one thing. The American Die Casting Insti- 
tute has a long record of representing the custom die casters. Alcoa’s 
die casting division functions as a die caster. I have no contact, 
no communications with any other division of the Aluminum Com- 
pany of America. I deal entirely with the die casting division, and 
there is no favorable treatment to any member of the institute, in- 
cluding the officers of the institute. 

The vice president of the institute at the moment is Mr. C. L. An- 
thony of the Hoover Co. 

Our board of directors is composed of some 18 members, most of 
whom are from very small companies. 

Mr. Yates. Do you have any objection to putting the list of their 
names in and the companies with which they are affiliated ? 

Mr. Larne. I would be glad to enter into the record for the use of 
the committee—I do not think it has to go in the transcript—the di- 
rectory of the American Die Casting Institute. 

Mr. Yares. Thank you very much. Mr. Burton. 


TESTIMONY OF CARL H. BURTON, SECRETARY, ALUMINUM 
SMELTERS RESEARCH INSTITUTE 


Mr. Yates. We will now hear from Mr. Burton of the Aluminum 
Smelters Research Institute. 

Mr. Burton, we are pleased to have you testify. 

Do you have a statement at this time ? 

Mr. Burton. I do. 

Mr. Yates. Will you please proceed. 

Mr. Burron. Mr. Chairman and members of the committee, 1 am 
Carl H. Burton, secretary of Aluminum Smelters Research Institute 
20 North Wacker Drive, Chicago, Ill. As has been previously state 
m these hearings, ASRI is the trade association of the Aluminum 
Smelting, or Secondary Aluminum Industry. Its members produce 
about 80 percent of the total secondary aluminum output of the 
United States. 
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Having been a witness in other hearings in this series on alu- 
minum industry, and an interested observer at these sessions in which 
I did not appear as a witness, I welcome this further opportunity, 
in response to your chairman’s letter of February 6, to discuss cer- 
tain points which I deem to have been covered too briefly and incon- 
clusively. 

It is not my intention to burden the record with repetition of facts 
already a part thereof, but for the benefit of those members of the 
subcommittee who have assumed their duties since our last testimony, 
I feel that I should state that the aluminum smelting industry is 
made up practically entirely of small-business units, and that the 
approximately 3,500 foundry and die caster customers served by it 
are also overwhelmingly in the same category. 

Complete figures for the full year are not yet available, but in the 
first 11 months of 1957 the aluminum smelting industry produced 
and shipped 545 million pounds of products. Casting alloys shipped 
by the smelting industry amounted to 473 million _— S, al ac- 
counted for 67.5 percent of the 699 million pounds of aluminum 
castings produced. These casting alloys are sold in direct competition 
with those of the primary producers, and constitute the major item 
of smelters’ business, whereas casting alloys form but a minor portion 
of the producers’ business to be cultivated intensively by them gen- 
erally only at such times as their own fabricating plants do not need 
all the primary metal they produce. 

The record of these hearings has been very informative, and I am 
sure the public has a better understanding as a result thereof. It is 
my sincere hope that through my participation I may have contributed 
somewhat to a fuller understanding of the subject. There are, how- 
ever, as mentioned, certain areas which have been touched upon too 
lightly. They are of great importance, but have not, in my judgment, 
been developed in sufficient clarity of detail for a universal under- 
standing of the workings, and the interworkings, of the aluminum 
industry. 

These points are: 

(1) Aluminum scrap as a raw material. 

(II) The position of dominance held by the primary producers 
over the secondary industry by virtue of their scrap operations. 

(IIT) Hot metal deals—their full significance and impact. 


(I) ALUMINUM SCRAP AS A RAW MATERIAL 


As has been testified to previously in these hearings (May 18, 1955, 
this witness, p. 106), the basic raw material of the aluminum smelting 
industry is aluminum scrap. It is not primary aluminum. 

It is quite possible to have a plethora of aluminum and, at the same 
time, a shortage of aluminum scrap. Unlike the primary aluminum 
producers, who generally own and thereby completely control their 
sources of raw material (bauxite mines), the smelting industry must 
rely upon the supply of scrap in the open market; scrap which is 
owned by literally thousands of industrial plants and dealers, and 
which does not flow at a fixed, or controlled, or controllable rate. 

Aluminum scrap is traded in the open market and moves subject 
to the high bid, and it is therefore normally a fluid market, subject 
to frequent change governed by the law of supply and demand. Tra- 
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ditionally, smelters have consumed 70 or more percent of all aluminum 
market scrap. Appendix A, attached, reflects scrap consumption by 
users for the years 1950 through 1957. These figures are from the 
Bureau of Mines, and indicate consumption attributable to the various 
classes of users, that is, smelters, producers, and others. 








(II) THE POSITION OF DOMINANCE HELD BY THE PRIMARY PRODUCERS 
OVER THE SECONDARY INDUSTRY 













It should be recognized that smelters’ ingot prices are hemmed in 
between a ceiling of primary prices and a floor determined by scrap 
rices. 

, The very fact that scrap does ordinarily move as above indicated 
and that it constitutes the basis for smelters’ operations, without which 
the smelting industry cannot exist, provides the leverage through 
which the smelting industry can be controlled. 

Should any one wish to virtually annihilate the smelting industry, 
he could do so by bidding up the price of scrap to the point that 
secondary alloys would, perforce, be elevated to prices higher than 
comparable primary alloys, and remain there as long as the pressure 
remained on scrap prices. 

By this process, smelters’ alloys would be completely eliminated 
as a competitive factor, and the tonnages normally furnished by the 
smelting industry would then, as a natural consequence, be forced 
into the hands of the relatively few aluminum producers. Of course, 
there have been occasions in the past when secondary alloys have sold 
at prices equal to or above those for primary alloys. These were oc- 
casions, however, when there were overall shortages of aluminum, 
and which were aggravated at times, by export demand for scrap 
in a market which has never, except in a few rare intervals of very 
short duration, even appeared to be overadequate in supply. 

It must be self-evident that only the primary producers could 
possibly consume scrap in the sustained large quantities which would 
be attracted by unrealistic bids. Therefore, it lies largely within 
their capabilities to determine whether or not the secondary industry 
shall remain competitive. 

The power of life or death over a competitor was long ago recognized 
as being repugnant to the American free enterprise system, and its 
existence was prohibited by the enactment of the Federal antitrust 
laws. The purpose of those laws was to eliminate such positions of 
power over competitors, and they deem it immaterial whether the 
power might be exercised benevolently or malevolently. The mere 
ability to control in any way was considered inimical, and therefore, 
not to be tolerated. 

In these hearings in the past when producers operations in the 
realm of scrap have been questioned, they have been briefly and per- 
functorily passed over by the statement that they have “always 
bought scrap” (p. 353, Mr. Sheehan and Mr. Rhoades; p. 355, Mr. 
Wilmot; p. 357, this witness). 

What are the reasons which might motivate the producers in pur- 
chasing scrap? Well, one could be a shortage of primary metal. 
Another might be a desire to sustain the price of scrap so that secon- 
dary ingot would more closely meet the prices quoted for primary 
alloys. 
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Still another might be the wish to force secondary ingot prices to 
an unnatural point to make any special contracts more palatable to 
their customers. Yet another might be as a means of extending un. 
announced price cuts on fabricated shapes by means of conversion 
deals. In these conversion deals, scrap is accepted by the fabrica- 
tor as a credit on the purchase of mill products. 

The allowance for the scrap may bear no recognizable relationship 
to the established market price for scrap, but reflects in addition any 
amount the fabricator may have extended to his customer as a sur- 
reptitious discount. The customer is then incited to make forays into 
the scrap market for additional supplies of scrap for conversion, and 
these forays are always at premium prices. They serve as another 
disruption in the market for smelters’ raw materials, and end by 
placing just so much more of that raw material supply under the 
control of the primary producers. Finally, the reason might be the 
determination to make it impossible for the smelting industry to 
operate. 

As for the shortage of primary metal, it is recognized that prior to 
mid-1956, we had been faced with recurrent shortages of prima 
aluminum production all the way back to the late thirties and be- 
yond. In these periods of shortages, there was then no doubt as to 
the motive for producers scrap purchases. It was to augment their 
supplies of metal, and when purchased in an open and free market 
without coercion of any kind, was well within their rights, both 
morally and legally. 

But in 1957, there was no shortage of aluminum. In that year, 
while producers were offering and shipping heavy tonnages of excess 
metal to Government stockpile, and their inventories of metal over 
and above those offerings were increasing, intake of scrap by pro- 
ducers, through purchase and conversion, rose to the highest 1n his- 
tory with but one exception. That exception was 1953, a year of 
Korean-induced acute metal shortage. 

The table attached as appendix B shows producers’ scrap acquisi- 
tions by quarters for the years 1950 to 1957 inclusive. 

From this table, it will be noted that in 1953, the producers acquired 
232 million pounds of scrap. In 1957, in the first 11 months, they 
acquired 184.1 million pounds, and in the third quarter of 1957 alone, 
when they admitted that metal was really in excessively long supply, 
they increased their scrap purchases to 54.8 million pounds, the high- 
est of any quarter in history other than the last three quarters of 1953. 
Since there was no metal shortage, some other reason must have 
existed for these heavy scrap purchases. What was it? 

Does it not seem peculiar that during the third quarter of 1957 
when purchases were so high and stockpile shipments and offerings so 
heavy, that on August 10, the Daily Metal Reporter, under the head- 
ings of “Scrap Metals,” on page 8, had this to say: 

Chicago area smelters were offering 18.50 cents for 25 aluminum clips, and 
14.50 to 15 cents for sheet and cast, but most available aluminum scrap was 
reported moving to primary producers who were paying 2 cents and more per 
pound over what the smelters were offering. 

Why? Were some smelters trying to buy scrap at below market 
prices, or were producers actually pushing up the market for some rea- 
son or other? If the latter, for what reason ? 
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What was the market for aluminum scrap on August 10, 1957, the 
date of the quoted article ? 

The August 10, 1957, issue of the American Metal Market, an- 
other metal trade paper, quoted smelters’ market prices for aluminum 
scrap as shown in appendix C. I shall not read this table in its en- 
tirety, but will cite only the first item which is alloy 1100, that is, 25 
aluminum clips which are quoted at 18 to 19 cents per pound. 

This is the item for which the Daily Metal Reporter stated smelters 
were offering 1814 cents. That certainly indicates that smelters were 
not trying to buy their supplies at other than the current market. The 
question then arises, were the producers actually paying 2 cents and 
more per pound over the market, as reported in the Daily Metal Re- 
porter? Ifso, why? Were all the george involved? or 1% or 2? 

This committee has the power to determine the correct answers to 
these important questions, and I feel the committee will wish to have 
them answered for a complete and adequate report on their findings. I 
am not, for my own knowledge, interested in what individuals or com- 
panies have done. Figures of individual companies are not of pri- 
mary interest to me. I am interested in overall figures. I am con- 
cerned over the fact that a reputable paper reported that over the mar- 
ket prices, were being paid by producers. I am gravely concerned 
over the position of power thus held by the producers over my indus- 
try through the avenue of scrap acquisitions. 

Iam most deeply concerned over this threat of control and regardless 
of whether the character of the control may be benign or malignant— 
it should not exist. I believe this committee also is concerned over 
the impact such moves have upon small business elements in the 
smelting and foundry industries, and certainly will wish to inquire 
more deeply into them. 

The threat is like a Damoclean sword. The incident of heavy scrap 
purchases in a period of metal abundance is an indicator, as would 
also be scrap purchases at well over the going market price, and deals 
whereby the raw materials of the smelting industry is made the vehicle 
for carrying surreptitious price cuts on mill shapes. These items are 
of deep significance and well merit searching scrutiny by this commit- 
tee for the protection of the small businesses affected. 

One witness in the hearings held by this committee on November 
18, 1957, that is, Mr. Hickman of Alcoa, when replying to a question 
of the chairman as to why scrap purchases and imports of primary 
aluminum were not alike with respect to put rights contracts stated 
bluntly : 

Historically scrap had always been purchased and had to be purchased in a 
certain ratio to primary production in order to take it off the market (sten- 
ographic transcript of testimony, p. 118). 

Now there’s a frank statement. Certainly, the committee will wish 
to ascertain why a virgin producer deems it necessary to take scrap off 
the market. Incidentally, what was the ratio? Do they feel the 
same ratio should adhere in the face of the vastly increased primary 
production, and the fact that the ratio of scrap generation has declined 
materially over the years? Without full knowledge of these actions 
and the reasons therefor, the findings of the committee cannot be 
adequate for the full protection of the rights of small business which 
Tam certain this committee is determined to effect. 
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While on the subject of scrap acquisitions by producers, mention 
should be made of the acquisitions with reference to the put rights 
in the expansion contracts. 

Last year, at the time the imports of primary aluminum were under 
negotiation for effect against the put rights, we voiced our position 
to Senator Robertson, chairman of the Joint Committee on Defense 
Production, and to Mr. Floete, Administrator of General Services 
Administration. 

We stated that when it came to offsetting against put rights, we 
could discern no difference between imports of primary metal and 
scrap acquisitions by the producers. Our position was based on the 
fact that either action served to make more metal eligible for stock- 
piling than would have been the case without imports or scrap pur- 
chases. Without these avenues open, more production from the do- 
mestic potlines would go into consumption, less be available for stock- 
pile, and pressure on the scrap market would be lessened. 

We contended that both imports of primary and producers scrap 
acquisitions should be treated alike, and if one were to be offset so 
also should the other. 

In a letter to us dated August 6, 1957, Senator Robertson stated: 


Yesterday I discussed with Mr. Floete the matter of scrap purchases by the 
three companies in question, and we were both of the opinion that for practical 
purposes there was no difference between importing aluminum from Canada 
and purchasing scrap in this country, and that both items should be deducted 
from the put rights in question. 


Nevertheless, in spite of that declaration, the contracts were negoti- 
ated without the inclusion of scrap purchases as offsets against the 


put rights. 

We realize that relatively soon the put rights will expire, that most 
of the “water has already passed over the dam,” and that offsets 
against put rights will soon be a purely academic question. 

It is felt, however, that this should be made a part of the record 
of this committee, as an illustration of the multiple lines of approach 
the producers have had toward continuing control on the secondary 
industry via its raw material. 


(III) HOT METALS—THEIR FULL SIGNIFICANCE AND IMPACT 


In the hearings held on November 18 and 19, 1957, the subject of 
the molten metal contracts, commonly known in the trade as “hot- 
metal deals,” was an item of interest. Those deals, while not par- 
ticipated in by smelters, are of very real moment to the smelting in- 
dustry because they constitute sales of metal for castings, which is 
the major business of the smelting industry. When a price is es- 
tablished for 1, or 2 or 3 large foundries, it establishes a basis for re- 
evaluation of secondary alloys if other small and independent 
foundries are to retain the ability to compete, or, in fact, to exist. 

Heretofore, the basis for comparison between primary and sec- 
ondary alloys has been the so-called potline alloys A-2312 and A-2393, 
These were originally rough alloys sold in 50-pound pig form to 
foundries in competition with the finished alloys sold by smelters. 
They have since been offered in smaller sizes to meet the sizes always 
furnished by smelters and normally used by the majority of foundries. 
If smelters prices exceed the prices of these potline alloys in times of 
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comfortable metal supplies, then smelters could not compete, but when 
secondary prices are at, or below, potline alloy prices, the smelter and 
his foundry customer could hold their own in competition. 

Hot-metal deals then appeared, and knowledge of them slowly 
evolved. The first of these deals was comparatively minor in tonnage 
and no outsider appeared to have any knowledge as to the terms o 
the contract pricewise, or otherwise. Then in 1957, by virtue of the 
SEC requirements, a knowledge of the terms of new hot-metal con- 
tracts of major significance and the details of the earlier smaller con- 
tracts became known. 

Here was a startling new basis for pricing, much below the estab- 
lished potline alloy prices. 

Must the smelting industry be forced to consider these hot-metal 
prices as the normal ceiling for secondary alloys under which they 
must operate to keep themselves and their foundry customers alive? 
How could it be possible to do so with the price of scrap being the 
major determinate of smelters alloy costs, and scrap subject to manipu- 
lation upward pricewise at the whim of the very producers who set 
the price for hot metal ? 

During the November sessions of this committee, much effort was 
put forth in an attempt to justify hot metal as a new product, and 
considerable conversation was indulged in, in trying to visualize the 
process of pigging hot metal. The record may be clarified by point- 
ing out the homely parallel that pigging hot metal is nothing more 
or nothing less than the process the housewife exercises when she pours 
hot jelly into a glass to cool and solidify. Were she to bypass the 
cooling process and take the jelly directly from the stove to the table, 
hot, she would still be serving jelly, not anew product. 

Now, no one can possibly question the legitimacy of hot-metal deals 
if such deals are made at prices which accurately reflect only the sav- 
ing to the producer of the actual cost of transforming hot metal to the 
pig form and transporting the pig. Please note I have said saving 
of cost to the producer, since no other factor of value to either the 
producer or his customer can be taken into consideration in determin- 
ing whether or not actual cost is reflected. Do the prices in the con- 
troversial hot-metal contracts reflect only the saving to the producer 
in the cost of pigging and transporting? If so, then nothing more 
needs to be said concerning them. But it has not yet been determined 
that such is the case. In fact, there is grave doubt that the prices do 
reflect bare savings of cost. 

If the prices reflect more than the actual cost of pigging and freight, 
does that not constitute a discount on metal prices, not generally availa- 
ble and, therefore, preferential, and does it not, therefore, place sec- 
ondary prices under an unfair and unnatural ceiling? 

In addition, does it not also place the small independent foundry 
under restrictive handicaps? 

From the formula for pricing contained in one of the contracts, that 
is, Ford, now of record with this commitee, it is clear that the price 
reduction on the aluminum content of the hot metal amounts to 10 
percent of the list price of pig after deducting a freight factor. Thus, 
with 26 cents pig and a freight factor of 0.7655 cents as used in the 
formula of one of the contracts, the discount for hot metal would 
amount to 10 percent of 25.2345 cents, or 2.5234 cents per pound. 
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Is the cost of pigging 214 cents per pound ? 
In the stenographic transcript of the testimony of the November 18 


hearings, page 74, the chairman in questioning Mr. McConnell of 
Reynolds, asked the question : 


Putting that in another way, does this mean that it costs 10 percent to pig 
hot metal? 

No direct answer to this question was given. The witness = 
however, on page 76, present a long list of qualifications in broa 
terms affecting the cost of pigging, but no actual cost was recited, 

On page 145 of the transcript is shown the record of questioning 
of Mr. Wilmot of Alcoa by the chairman, who asks: 

Does it ordinarily cost Alcoa as much as 10 percent to convert hot metal into 
pig? 

To which Mr. Wilmot replied: 


No, it does not. 


Again, on page 186, the chairman asked Mr. Rhoades of Kaiser: 
Does it cost Kaiser as much as 10 percent to convert molten metal into pig? 
To which, on page 187, Mr. Rhoades replied : 

Ten percent of what? 

Mr. Yates: 

Of the published price. 

Mr. Rhoades: 

Of the published price? No, I do not think it costs that much. 


Here are two statements which contradict the premise contained in 
the hot-metal contracts. That is the premise that pigging actually 
costs 10 percent of the list less freight, or 2.52 cents per pound on 26- 
cent pig. 

The committee will, I am sure, deem it essential to specifically ask 
Alcoa, Kaiser, and Reynolds to state what their costs of pigging are 
in cents per pound, inasmuch as 2 of them have stated that it did not 
cost the 10 percent of list claimed by the other. 

The attention of the committee is also directed to the testimony 
of Mr. Ward of Ford Motor Co., who testified on November 19, page 
289, page 291, that they had also asked American Smelting & Refin- 
ing Co. and Apex Smelting Co. for quotations. 

When requesting Alcoa, Kaiser, and Reynolds for actual costs of 
pigging hot metal, I am sure the committee will deem it only fair to 
ascertain if American Smelting & Refining Co. and Apex Smelting 
Co. quoted the Ford Motor Co. on any basis which would reflect the 
cost for pigging hot metal, and, if so, what that cost might have been. 

In an effort to conserve time for the committee and others, I in- 
quired of a number of members of Aluminum Smelters Research In- 
stitute, including American Smelting & Refining Co. and Apex Smelt- 
ing Co., as to whether or not they had quoted Ford Motor Co. on 4 
hot metal versus pig basis, and, if so, what difference, representing 
pigging costs, was reflected. I specifically asked that, in any event, 
they advise me as to what their pigging costs are, so that I might 
present them to this committee. ; 

With your indulgence, I should like to quote from the replies I 
have received; then, if it is your wish, I shall file the originals with 
the committee as a part of the record. 
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Apex Smelting Co. replied as follows, under date of March 4, 1958: 


Deak Mz. Burton: In accordance with your request we are pleased to inform 
you that we submitted a proposal under date of May 4, 1955, to Ford Motor Co., 
to furnish them with molten metal, or what is commonly known as hot-metal 
deal. 

In our computation of costs, we calculated a figure of $5 per ton for palletized 


pig. In other words, our price per pound of hot metal would be $5 per ton less 
than that of the palletized pig. 


Should you desire any further information pertaining to this proposal, please 
advise us. 


This letter is signed by Mr. L. Lippa, president, Apex Smelting Co. 

Aluminum & Magnesium, Inc., under date of March 5, 1958, and 
over the signature of Mr. J. G. G. Frost, president, although not indi- 
cating that they had made any definite proposal to the Ford Motor 
Co., reads as follows: 


Our company, Aluminum & Magnesium, Inc., Sandusky, Ohio, pours, bundles, 
stores, and ships 30-pound aluminum ingots for a direct labor charge of less 
than one-quarter of 1 cent. This charge also includes the cost of the steel 
strapping. 

We have compared this with a possible hot-metal delivery close by in our 
town. 


1. The equipment required for molten metal transportation would be con- 
siderably more expensive than a pouring machine. 
2. Either the smelter or the customer must maintain a large holding furnace 


for each alloy involved or production delays at either end would be unavoidable 
and serious. 


8. The depreciation cost for molten metal delivery would be much the highest 
of the two. Other overhead items about the same. 


American Smelting & Refining Co’s. federated metals division, re- 
plied under date of March 6, in the following manner: 


With reference to our recent discussions concerning our quotations in May 
1955 to the Ford Motor Co., relative to our erecting a plant to supply them with 
molten alloy, we indicated to Ford at that time that in the event that we wished 
to deliver, and they wished to receive some of this alloy in pig form, the addi- 
tional cost would not be over $10 per ton for pigging, and, probably, in the 
neighborhood of $7.50 to $8.50 per short ton. This was a conservative figure on 
our part, as our actual cost of pigging alloys then was slightly over $6 per 
ton. 

This letter was signed by Mr. G. M. Baumann, general manager, 
central aluminum department, federated metals division, American 
Smelting & Refining Co. 

There, gentlemen, you have examples of actual cost of pigging hot 
metal. When reduced from dollars per ton, they range from a little 
less than one-quarter of a cent to about one-third of a cent per pound. 

These costs are a far cry from the 2.52-cent discount on aluminum 
content reflected in the hot-metal contracts. 

What causes this wide divergence ? 

My powers of credence will not accept the belief that the manufac- 
turing efficiency of smelters exceeds that of the producers by any 
such margin. There must, therefore, be other reasons. 

What are they ? 

They need to be brought into the open, examined, and corrected if 
found to be inequitable. 

As to the freight factor, there is also serious doubt in my mind as 
to the propriety of that item as calculated in the contracts for delivery 
of metal to a location immediately adjacent to the reduction plant 
where the hot metal is produced. 
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If a small foundry located in Sheffield, Ala., or in Rooseveltown, 
N. Y., were to send its own truck to the reduction plant to pick up 
pig, would the deduction from the 26-cent pig price Towed as freight 
be exactly the same as the freight factor used in the hot-metal contrag 
or would it be the actual freight which the producer would have paid 
had he delivered the pig to Sheffield or Rooseveltown ? 

If it would not be precisely the same as allowed in the hot-metal con- 
tracts, then is tle holder of the hot-metal contract not being given 
a further preference in metal cost not available to others ? 

I feel this point also is eminently in need of clarification. 

The aluminum smelting industry has never asked for handouts of 
public money, for guaranteed markets, or other props or crutches 
under its business. It does not do so now. 

The industry I represent asks only that it shall be free to operate in- 
dependently under the law, to compete on an equal basis in an open, 
competitive market, and to serve its customers under such conditions, 
free from dominance or the threat of dominance by its competitors, 

The preservation of such an unfettered and nonsubsidized status 
for all competition in the aluminum casting alloy field will go far to 
insure the right and the power of the small independent smelter and 
foundryman to exist, and to prosper according to the quality of his 
product, his efficiency, his effort, and his services to his customers, 

Gentlemen, that concludes my formal statement, and I am at your 
service to try to answer any questions you may deem within my 
province. 

Mr. Yates. Thank you, Mr. Burton, for a very comprehensive 
statement. 

You asked the committee a lot of questions. Do you have any of 
the answers ? 

Mr. Burron. I think, Mr. Chairman, that the committee has the 
power to get the answers that are very evidently there, and which 
are not available to us as competitors or as individuals. 

Mr. Yates. Well, I wonder whether, in the course of the operations 
of any of your member companies they have had occasion to tell you 
that the purchases of scrap were being used as a source of rebate? 

Mr. Burton. Yes, they have. 

Mr. Yates. They have told you that? 

Mr. Burton. They have told me. 

Mr. Yares. Can you tell the committee more about that, under 
what circumstances ? 

Mr. Burton. That the apparent motive was to cut the price of 
fabricated wrought products, mill shapes—those distributing their 
published, circulated list price of those forms; but, by inviting the 
customer of the mill shapes to ship scrap to them for credit against 
the order for the mill shapes, they etait be given a premium which 
I have heard was as much as 2 and more cents per pound. Then, the 

urchaser of the mill shape is certainly interested in going out and 
uying more scrap and giving away part of his discount to get the 
scrap to gain an additional smaller discount on the mill shape. 

Mr. Yates. Is this part of a conversion deal ? 

Mr. Burton. That is part of the conversion deal. 

Mr. Yates. Which of companies does this ? 

Mr. Burton. I have heard of conversion deals by all of them, all 
three of the major producers. 
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Mr. Yates. Well, I think they testified that they were engaged in 
these conversion arrangements, but which of the companies gives this 
premium ¢ 

Mr. Burton. I cannot answer that. I have not heard. I don’t 
know whether it is 1, 2, or 3 of them. 

Mr. Yates. You stated that one of your members told you that this 
was being done. 

Did this member tell you which company was doing it? 

Mr. Burton. No, he did not. 

I therefore would not attempt to put a name on it, because I 

Mr. Yates. I thought he had told you the name of the company. 

Mr. Burton. No, sir. 

Mr. Yates. Did you check it to find out whether it was the fact ? 

Mr. Burron. I have no way of checking that. I mean, to get accu- 
rate information. No one is obligated to ‘ me any confidential 
information other than my own members. I have no access to their 
customers nor to the producers or their customers. I have no means 
of checking it. The only way I would know to check it would be in 
the accounts of those who actually participate. 

Mr. Yares. How prevalent is this practice? Did you just hear of 
one instance of this? 

Mr. Burton. No,no. It has been discussed within the industry for 
quite a long time and quite generally. Over a period of years, as a 
matter of fact. And it is particularly bad when scrap is short, or when 
mill products sales are a little lean. 

Mr. Yates. If we have such an overabundance of aluminum, now, 
why should primary producers be buying scrap ? 

Mr. Burton. I would like to know. I tried to recite the only rea- 
sons I could think of why they would want to buy scrap, and the 
most cogent reason that I can think of would be to keep the price of 
secondary metal more within range of their own quoted prices for 
ingot, in order to make these special contracts look more palatable 
to their customers. 

Mr. Yares. Your appendix A shows that the purchases by pro- 
ducers of scrap has gone up significantly since 1950, but it also shows 
that the purchase of scrap by others has gone up, too. 

Mr. Burton. That has gone up, yes. 

Mr. Yates. Except for the smelters. Why? 

Mr. Burron. The smelters have gone up. 

Mr. Yates. Why? 

Mr. Burton. The smelters have gone up. 

Mr. Yates. There is a reduction in the purchasing of scrap by 
the smelters. 

Mr. Burton. That is true. In 1957 there are 11 months. The 
12 months—— 

Mr. Yates. That is right. 

Mr. Burton. For the producers. 

Mr. Yates. Why has there been this falling off on the part of the 
smelters ? 

Mr. Burton. I cannot answer that, other than the fact that there 
probably was a trailing off during December in the rate of shipments 
of the smelters. Consequently, their scrap intake was adjusted ac- 
cordingly. 
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Mr. Yates. Incidentally, how is business for the smelters, what ig 
the condition ? 

Mr. Burton. Fair. 

Mr. Yates. What is the condition of the industry ¢ 

Mr. Burron. I wish I could crow, but I cannot. I think it is now 
running at about 20 percent below last year, but I have a feelj 
that it is now dragging the bottom, and that any change is more apt 
to be upward than any other way. 

Mr. Yates. Is this true in spite of the increased purchases of scrap 
by the primary producers ? 

Mr. Burton. I think so. 

Mr. Yares. Then, where are you being injured by the scrap pur- 
chases ? 

Mr. Burton. We have been—scrap purchases? 

I almost got confused with another question that I expected you 
to ask. [Laughter. ] 

On scrap purchases, if the primary producers are running the 
price of scrap up beyond the market which is established by the dozens 
of bidders, it means the smelters have to increase the purchase price 
to get the scrap that they require. And since scrap prices constitute 
the major item in the cost of smelters alloys, the price of the alloys 
must also go up if the scrap prices go up. 

Therefore, it brings us Sooes to this ceiling which is the primary 
alloy price, and leaves no room whatever for any further upward 
movement on scrap prices. , 

Mr. Yares. I can appreciate the response that you have given, and 
I can recognize the fact that a danger does exist, at least upon a 
theoretical basis. You have stated, however, that your business is in 
good condition, doing perhaps 20 percent less than last year. 

Mr. Burron. Right. 

Mr. Yares. But you anticipate that from here on in your business 
wil] be better. 

Now, is this fear of yours founded in fact? If you are going to do 
better, it seems to me that you may be raising a bogey that has no basis 
in fact. AmI wrong in this conclusion ? 

Mr. Burron. I think you are, because these things tend to narrow 
down. They spread between the cost of scrap and the price at which 
the smelter can sell his alloy. 

Mr. Yates. Tell us about that. 

Mr. Burron. To the point where: profit becomes extremely pinched 
or nonexistent. 

Mr. Yates. Well, is that true today ? 

Mr. Burton. I have heard a great deal of screaming in the smeltin 
industry of no money having been made in it in the past year. Now, 
do not mean to infer that there has been no money, but they have used 
that as an illustration of the fact that the profit involved in the smelt- 
ing industry is far, far less than it normally could be expected to be 
in 1957. The volume of business was there; the profits, apparently, 
were not. 

Mr. Yates. I feel the need for an additional table. Your tables are 
good; you show what scrap consumption has been over the course of 
the last 7 years; you also show a price, as of August 10, of scrap. 
Would it not be well for the committee to know what the scrap market 
has been during the course of the year 
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Mr. Burton. Well, I will be very happy tocompile—- 

Mr. Yares. Have the prices gone up over the course of this year? 

Mr. Burton. Yes. 

Mr. Yates. In the last few months? 

Mr. Burton. As I recall, they have. I will be happy to furnish the 
committee with a listing of representative items, if you please. I do 
not think it is necessary to quote them all. ; 

Mr. Yates. The reason for my question is this: If what you fear is 
true, and the companies are buying more scrap and increasing the 
prices, should not the price of the scrap, of these representative items 
of scrap, gone up in the last few months ? 

Mr. Burron. No; there has not been the pressure on the scrap mar- 
ket in the last few months that there normally is, because of the slow- 
down in the automotive industry. The releases of smelter’s alloy for 
casting purposes have not been as strenuous. ' 

Mr. Yares. I appreciate that answer. PerhapsI used your statistics 
for 7 years and applied them in terms of scrap buying for 1 year. I 
think I may have fallen in error in that. 

Mr. Burron. If you would like, I will be happy to prepare a table 
of representative scrap items showing the movements all through the 
year of 1957, if it would assist you. 

Mr. Yares. I think the committee should know just how the scrap 
market is moving up in terms of the monthly purchases by the pro- 
ducers. Is there a relationship between the purchase of scrap by the 
producers and the fluctuation in the scrap prices? I gathered the im- 
pression from your testimony that there was. 

Mr. Burron. I think there is, and I think 

Mr. Yates. Will that be reflected in the statistics? 

Mr. Burton. It should be, but I think the fact will be more ade- 
quately displayed in taking a look-see at the scrap activities over a 
representative period of some or all of the producers. 

Mr. Yares. All right. 

Mr. Burron. If you go to the source, you get the truthful infor- 
mation. 

Mr. Yares. All right. What would be your suggestion in that 
respect ; what should we look for ? 

Mr. Burton. I want to review the scrap acquisitions, not only pur- 
chases. I would want purchases and total receipts of scrap by the 
producers during any specific period, the first 6 months, the last 6 
months of 1957, or quarters. Relate the conversion-scrap acquisitions 
to the sale of mill shapes, and at what price the scrap was accepted. 

I read you an excerpt that on August 10 the smelters were offering 
18.5 to 19.5 cents for 2S clips, and the producers were offering 2 cents 
apound and more over that. That is over 20 cents a pound. 

r. Yates. That is one example. Do you have other examples of 
where the producers are purchasing over the market ? 

Mr. Burton. I have no specific item. I have had to give you that 
as being reported to me by my members, and I do not have the names 
of any companies involved. 

Mr. Yarns. Do they find out, in their efforts to purchase scrap, that 
they are being outbid by the producers ? 

Mr. Burton. Very often; yes, sir. 

Mr. Yares. Over and above the market price ? 
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Mr. Burron. It causes the market, then, to increase ¢ 

Mr. Yares. I know it does, but I wonder whether they are being 
outbid over the market price ? 

Mr. Burton. Yes; 1 am sure your investigation will prove that 
there are over-the-market prices allowed, particularly where conver. 
sion deals are involved. 

Mr. Yates. Now, is this premium arrangement related in any way 
to the purchase of primary ingot? 

Mr. Burton. No, sir; 1 do not think it has anything to do with ingot 
sales. I think it is purely on the fabricated mill shape—— 

Mr. Yates. My question was, I wonder whether this serves as a 
discount for the purchase—this might serve as a discount for the 
purchase—of pig, primarily metal. 

Mr. Burton. A conversion deal serve as a discount on the purchase 
of pig. It is conceivable that it could. I have not heard of such a 
case, but it is conceivable that it could. 

ALUMINUM SMELTERS RESEARCH INSTITUTE, 
Chicago, Ill., March 14, 1958. 
Hon. Smpney R. YATES, 
Chairman, Subcommittee No. 8, 


Select Small Business Committee, 
Washington, D. C. 


Deak Mr. Yates: In reviewing the transcript of my testimony of March 12, I 
note that on page 533, in the first and third paragraphs, in answering your ques- 
tion, “Now, is this premium arrangement related in any way to purchase of 
primary ingot?” I failed to be completely lucid. 

My answer was based on your phrase “primary ingot” and was correct since 
I was at that time referring only to casting ingot. I should have explained that 
I believe there may have been premium arrangements via conversion on the sale 
of extrusion billet (sometimes considered as an extruding ingot). Also, I have 
repeatedly heard of the purchase of outside scrap premium prices, in the 
market, for return to producers on conversion deals wherein the resultant billet 
may or may not have been billed to the extruder at list price. 

Sincerely yours, 
Car. H. Burton, Secretary. 

Mr. Yates. I want to move over to the hot-metal contract for a 
moment. You have testified as to the costs of pigging, or ingoting 
of several of your members, and the response that was given by Mr. 
Wilmot of Alcoa, and Mr. Rhoades of Kaiser, that it did not cost 10 
percent. Is pigging or ingoting a part of mill costs? 

Mr. Burton. Yes. Yes, sir; it would be 

Mr. Yates. Well, it is interesting to note that in the table which I 
referred to yesterday, in the case of United States v. Aluminum 
Company of America, that with respect to the mill costs set forth for 
the companies for the years 1947 through 1956, inclusive, those mill 
costs apparently were Reynolds. So that, does this bear upon whether 
or not the cost of pigging for Reynolds would be less than it would be 
to Alcoa, or to Kaiser? 

Mr. Burton. If their overall mill costs were lower, I would expect to 
find that all items in their mill cost were fairly proportionate, one to 
the other. And if they are lower, then your pigging cost must. be low. 
And I cannot conceive of the addition of an overhead burden suff- 
ciently high to bring it from a quarter of a cent to 2.5 cents. 

Mr. Yates. I was impressed with Reynolds’ efficiency as I went 
through the tables. I mean, order for each year. Reynolds’ costs are 
lower than those of Alcoa or Kaiser, and I wondered whether or not 
the pigging process was part of the mill cost ? 


can us 
Mr 
are tr 
do, 
Mr 
1950 2 
Mr 
I wot 
‘ 
Mr. 
proxi: 
Mr. 
1953, 
Mr. 





ALUMINUM INDUSTRY 221 


Mr. Burton. It would be. 
Mr. SHeeHAn. Mr. Burton, you state that you are a member of the 
ASRI, which provides 80 percent of the total amount of aluminum 


output # 

Mr. Bourron. Yes, sir. 

Mr. SHeenAn. How many members do you have in your associa- 
tion $ 

Mr. Burton. 14. 

Mr. SHEEHAN. 14? 

Mr. Burron. Yes, sir. It was 15 during 1957, We have had a 
casualty. 

Mr: Sureuan. What is the distribution of the 15, do they all get 
about an equal share, or 2 or 3 

Mr. Burron. No; it is pretty widely spread. There are four mem- 
bers at the top bracket who produce larger quantities, and the balance 
aremedium sized to very small. 

Mr. Surenan. What percentage, of your upper bracket, would you 
sy these four large ones produce / 

Mr. Burron. About 50 percent of our production. 

Mr. Surenan. The other 10 produce the other 50 percent ? 

Mr. Burton. Yes, sir. 

Mr, Surenan. You talk about the tremendous rise in the purchase 
of scrap by the producers, pointing out the fact that the highest of 
aly quarter in history was purchased during last year. Maybe you 
donot know, but are the producers using this scrap or storing it? 

Mr. Burron. Oh, I would suspect they are using it. I cannot con- 
wive of them piling it up and piling it up. It takes a tremendous 
mount of space to store up aluminum scrap, and I would expect that 
it was being used, blended into their production, or, in some cases, 
wed in the production of castings. 

Mr. SHreHan. In other words, the assumption could also be made 
that they can buy it cheap enough so they can save money by blending 
itin with—— 

Mr. Burron. That is correct, and this displacing a little produc- 
tion to go to stockpile, a little primary production. 

Mr. Sueenan. I ask that question because the thought was left in 
ny mind that maybe if there was a possibility they were doing that to 
ng the market, they would have to store it up, but apparently they 
can use it, part of it—— 

Mr. Burron. Up to this time, I should say there is no evidence they 
ire trying to store it up, But it will take a lot of space if they ever 
do, 

Mr. Surenan. How many producers were there, or smelters, in 
10? Do you have any idea / 

Mr. Burron. This 1 will have to give you purely from recollection. 
[would suspect that in 1950 there was somewhere in the neighbor- 
hood of 70, all over, small, large and in between. 

Mr. SHeenan. Let’s take 1953. I know you are guessing, but ap- 
proximately 7 

Mr. Burton. There would not be much of a material change by 
1953, 

Mr. Surenan. 1956? 
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Mr. Burron. Probably it was down to, maybe, 65, or somewhere in 
that neighborhood, 

Mr. SuHeenan. And yet there has been, apparently, no big increagg 
in the number of people going into the smelting business, but the 
proportion of the business is practically doubled. 

You show the smelters with scrap consum ation of 384 million pounds 
in 1950, and apparently in 1957 it will be close to what it was in 1956, 
663 million. 

Mr. Burton. No, it won’t be quite as high as that when December 
is in, because the December intake of scrap was lower. I have to give 
you this purely as an estimate, that I expect the scrap intake for the 
whole year of 1957 will amount to more nearly 645 million to 650 mil- 
lion pounds. 

Mr. Sueenan. Well, that is close enough. 

Mr. Burton. For the smelters. 

Mr. Sueenan. To me, it looks as though there was from 1957, ap- 
proximately—and I have not calculated correctly—an 80 percent j é 
crease 1n tonnage. 

Mr. Burton. We will accept that. 

Mr. SHEEH An. And the amount, or the number of people in the busi- 
is approximately the same. So, therefor e, we see sort of a trend there 
where either the same, or a less number ‘of companies are doing far 
more business. 

Mr. Burton. Yes; I think that would probably be true. There are 
some of these companies—there are about five, as I recall it, that haw 
passed completely out of the picture. There may have been 1 or 2 
come in and have gone out. But the number remains practically the 
same of those who produce an appreciable quantity of metal. There 
are many smelters in the country whose production is extremely low. 
They are actually sweaters who are called smelters by virtue of the 
fact that they were on the BDSA list of melters of aluminum, and 
there is quite a far cry between a melter and a smelter. 

I can melt aluminum on my wife’s kitchen stove if I put a blower 
on it, but I am not a smelter, and I could not be, because I have no 
metallurgic: ul control. 

Mr. SHEeenAn. Let’s assume, then, that we confine our remarks, the 
following remarks, to mean smelters who are in the business, as you 
stated, in a regular way and not as an offshoot or a byproduct. 

What was their profit picture, the average smelter, in 1956. 

Did he make a profit ? 

Mr. Burron. I cannot answer that, Mr. Sheehan. I do not know 
that anyone other than the revenue department can, because practically 
every smelting unit in the country is an individual or family held 
company with no securities in public hands, and, therefore, not ob- 
ligated to publish a financial statement. 

"The American Smelting & Refining Co’s. federated metals division, 
of course, includes their figures in A. S. & R.’s overall report, but! 
have no way of picking out of that what was applicable to the 
Federated division. 

The Apex Smelting Co. and American Alloys of Kansas City are the 
only two smelters that I know of who publish a financial statement 
and who are out-and-out smelters of aluminum. 

A. S. & R., as you know, has many other metals in the fire, both pr 
mary and secondary. 
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Mr. Sueenan. The thing I am trying to get at, Mr. Burton—and 
[realize you stated to Mr. Yates, here, that the smelters were 20 per- 
ent down from last year—and I assume you are talking in busi- 


ess-———— 

Mr. Burton. In tonnage. 
Mr. SuHeenan. Tonnage. Volume. Of course, that will not quite 
be true, because last year their tonnage was 663 million pounds, and 
you are estimating this year 

No; Iam sorry. You were right. The 1957 figure was 645, and 
you are comparing 1958 with 1957 in your answer to Mr. Yates. 

‘ Mr. Burton. That is correct ; yes, sir. 

Mr. Sueenan. The point I was trying to get at is this: I am try- 
ing to bring profits into it, because I fully realize, like all business- 
men, if I went along for 10 years making $10,000 a year profit, and 
then I came into the 11th year and I made $50,000 a year profit, and 
then into the 12th year and only made $30,000 a year profit, I would 
gripe like the devil because I did not make $50,000. 

Mr. Burron. That is correct. 

Mr. Sureenan. But we always have to compare that to what has 
been historical and normal; isn’t that right? 

Mr. Burton. What I would like to have—and I have tried unsuc- 
cessfully—I would like to receive a record of earnings in my industry 
over a period of years. I have no way of forcing that. I think it 
would be excellent for the industry if I could sit down here and re- 
cite that the smelting industry over this period of years has shown 
this profit net after taxes, or any other way that you wanted it; but 
Icannot because they simply do not divulge those figures. 

Mr. Sureuan. I would say that from my standpoint that any com- 
parison with the previous years has to be based upon what was their 
normal profits. 

Mr. Burton. Exactly; and not on an abnormal period. 

Mr. Surenan. That is all. 

Mr. Yates. Mr. Multer? 

Mr. Muurer. No questions. 

Mr. Yates. Mr. Dalmas? 

Mr. Daumas. I would like to ask 1 or 2 questions, Mr. Chairman, 
ifI may. 

Mr. Yates. You may. 

Mr. Daumas. Mr. Burton, in your appendix A, looking at those 
figures and figuring a few percentages quickly, I notice in 1950 the 
producers used about 30 percent in comparison with what the smelters 
purchased. 

I suppose those are purchases, are they not? 1951, 30 percent; 1952 
30 percent; 1953, 42 percent; 1954, 40 percent; 1955, 27 percent; 1956, 
26 percent ; and then 1957 jumps back to 30 percent. 

5, those figures go all over the lot to some extent? 

Mr. Burton. That is right. 

Mr. Damas. Now, on your table B, you give scrap consumption by 
producers—producers’ scrap consumption. 

I would like to ask this: Do those figures include simply the fig- 
ures on table A—there is no home-generated scrap at all in those 
figures ? 
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Mr. Burton. We take into consideration at no time any of the sora 
which is called “run-around or home scrap, which never appears op 
the market. 

Our discussion of tonnages on scrap is only that scrap which ap- 
pears in the market for public bid. 

Mr. Datmas. Thank you, Mr. Burton. 

Such as is reported by the Bureau of Mines? 

Mr. Burton. That is correct; yes, sir. 

Mr. Damas. I notice in reading the November scrap report op 
secondary aluminum it says that the independent secondary smelters 
used 27,986 tons or 73 percent of 38.585 tons reported used in Novem- 
ber, and primary producers used 7,755 tons, or 20 percent, and foun- 
dries, fabricators, and others used 2,844 tons, or 7 percent. 

If you look at table A, and took out the “other”—I do not know 
what the “other” is, exactly ? 

Mr. Burton. The “other” would be foundries that used scrap direct, 
or chemical companies. 

Mr. Datmas. And then the Bureau estimates that full coverage 
would show November scrap consumption of 45,000 tons and ingot pro- 
duction of 28,000 tons. 

Now, what does that mean, there is that much shrinkage in 28,000 
tons of scrap ? 

Mr. Burton. Your melt loss or shrinkage is determined primaril 
by the type of scrap, then by your efficiency in your operation. It 
has been the general policy within the industry to assume a 10-percent 
loss for every ton of scrap. For every ton of scrap you would come 
up with 90 percent of that as ingot. 

Mr. Damas. Well, do you consider these figures that I have just 
— in here, these percentages—I am just taking the smelters and 
the producers, I am not taking the total scrap and figuring out those 
percentages, in view of the variance in those percentages of what the 
producers may have bought as compared to what the smelters ma 
have bought—Do you feel that the fact that purchases in the 1ith 
month of 1957 were up 4 percent over the 12 months of 1956 isa 
trend ? 

Mr. Burton. I am afraid it is. I am very much afraid it is. I 
would point out to you that the scrap purchases of the producers have 
gone as high as 27 percent of the scrap in certain months. There 
must be a reason. Why? They did not need the metal, they had the 
metal themselves. They were pushing it into the Government stock- 
pile. 

Mr. Datmas. That is all, Mr. Chairman. 

Mr. Yates. Mr. Burton, is it possible to tell how much of the scrap 
is used for the manufacture of primary aluminum? 

Mr. Burton. I suspect that the producers themselves might be able 
to tell you how much of their scrap is blended into their primary 
products. I would have no way of knowing. 

Mr. Yates. Isit called primary 

Mr. Burton. Surely. 

Mr. Yates. Could this primary aluminum then be handed to the 
Government ? 

Mr. Burton. Why, surely. 

Mr. Yates. Under their contract? 
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Mr. Burron. It could conceivably be. But it is mostly, I think, 
blended into their wrought products, their mill products shipment. 
Not in their potlines, where the original pig is produced, which goes 
tothe Government stockpile, but into the fabricating plant which pro- 
duces the millshape. That ismy supposition. 

There are no published statistics on that point. That is purely 
an internal operation. 

Mr. Yates. How will the hot metal contract affect your business ? 

Mr. Burron. We are locked out of that proportion of the growth 
of the automotive industry which is represented by the amount of 
metal which will be taken on hot metal deals. We have seen the effect 
of it. 

I was given an incident within the past week of where a smelter 
who has been selling Ford Motor Co. secondary ingot for castings 
was told on his call last week that they would be unable to buy any 
secondary because they had to consume the metal they were getting at 
Lister Hill. No smelter will have an opportunity to even bid on 
64 million pounds per year. They are locked out, just as the inde- 
pendent diecaster is locked out of that possible business. 

Mr. Yates. If they were given an opportunity to bid; could they 
compete ? 

Mr. Burron. No; you could not compete with a price like that. If 
you are paying 20 cents a pound for scrap, how could you sell ingot 
at 22.6, or whatever it figures out to be? 

Mr. Yates. What is the comparable price in pounds that Apex 
offered to furnish hot metal for Ford ? 

They talk about $5 per ton for palletized pig. 

In other words, the price per pound for hot metal would be $5 per 
ton less? 

Mr. Burton. That is right. They did not quote me what their cents 
per pound on either the hot metal or palletized pig was. 

Mr. Yares. I see. 

Mr. Burton. They only gave me the difference, and the difference 
was the thing I was most interested in, because it proves the point 
that I hope I made: that pigging costs are nowhere near 214 cents a 
pound. 

If it costs 214 cents a pound to pig metal, the price of aluminum 
would be back in the jewelry metal im 

Mr. Yates. Well, I can see your purpose in seeking that informa- 
tion. 

I think, too, the committee might want to know what was the price 
at which Apex offered Ford to furnish the aluminum for. 

Mr. Burron. I have no hesitancy in saying I am quite certain 
Apex would be glad to furnish the committee that information, and 
I will ask them to. sae 

Mr. Yates. Do you think that Apex would be willing to submit its 
correspondence, or its negotiations with Ford on this to show what 
its offer was, so that it could be compared with Reynolds? 

Mr. Burron. I feel certain they would. He closed his letter by say- 
ing: 

Should you desire any further information pertaining to this proposal, please 
advise me. 


Tam sure they will. I will ask them if you would like. 





226 ALUMINUM INDUSTRY 


Mr. Yates. Yes, the committee would like to have that for the 


record. 

Mr. Burron. I will be glad to. 

Mr. Yares. Well, if there are no further questions, the committee 
will excuse Mr. Burton. 

Mr. Burton, we thank you very much for your help to the commit- 
tee and for furnishing us with such a comprehensive statement, 

Mr. Burton. Thank you, gentlemen. 

Do you want these original letters for the record ? 

Mr. Yates. Yes. 


(The letters referred to are as follows:) 


FEDERATED MrEtrALs DrIvIsIon, 
AMERICAN SMELTING & REFINING Co., 
Detroit, Mich., March 6, 1958. 
C. H. Burton, 
Secretary, Aluminum Smelters Research Institute, 
Chicago, Ill. 

DeaR CaRL: With reference to our recent discussions concerning our quotations 
in May 1955, to the Ford Motor Co. relative to our erecting a plant to supply 
them with molten alloy, we indicated to Ford at that time that in the event that 
we wished to deliver and they wished to receive some of this alloy in pig form, 
the additional cost would not be over $10 per ton for pigging, and probably in 
the neighborhood of $7.50 to $8.50 per short ton. 

This was a conservative figure on our part, as our actual cost of pigging al- 
loy then was slightly over $6 per ton. 

Very truly yours, 
G. M. BAUMANN, 
General Manager, Central Aluminum Department. 


Apex SMELTING Co., 
Chicago, Iil., March 4, 1958. 
Cart H. Burton, 
Secretary, Aluminum Smelters Research Institute, 
Chicago, Ill. 

DeaR Mr. Burton: In accordance with your request, we are pleased to in- 
form you that we submitted a proposal under date of May 4, 1955, to the Ford 
Motor Co. to furnish them with molten metal, or what is commonly known as hot 
metal deal. 

In our computation of costs we calculated a figure of $5 per ton for palletized 
pig. In other words, our price per pound of hot metal would be $5 per ton 
less than that of the palletized pig. 

Should you desire any further information pertaining to this proposal, please 
advise us. 

Very truly yours, 
L. Lippa, President. 


ALUMINUM & MAGNESIUM, INC., 
Sandusky, Ohio, March 5, 19658. 
ALUMINUM SMELTERS RESEARCH INSTITUTE, 
Chicago, Ill. 
(Attention: Mr. Carl H. Burton.) 

Dear Sme: Our company, Aluminum & Magnesium Inc., Sandusky, Ohio, pours, 
bundles, stores, and ships 30-pound aluminum ingots for a direct labor charge of 
less than one quarter of 1 cent. This charge also includes the cost of the steel 
strapping. 

We have compared this with a possible hot metal delivery close by in our town. 

1. The equipment required for molten metal transportation would be consid- 
erably more expensive than a pouring machine. 

2. Either the smelter or the customer must maintain a large holding furnace 
for each alloy involved or production delays at either end would be unavoidable 
and serious. 
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8. The depreciation cost for molten metal delivery would be much the highest 
ofthe two. Other overheads about the same. 
Yours sincerely, 
J. G. G. Frost. 


ALUMINUM SMELTERS RESEARCH INSTITUTE, 
Chicago, Ill., March 14, 1958. 
Hon. Stoney R. Yates, 
Chairman, Subcommittee Number 8, 
Select Small Business Committee, 
Washington, D.C. 

DeAR Mr. CHAIRMAN: Immediately upon my return to Chicago, I relayed to 
Mr. Lippa, president of Apex Smelting Co., your request that the committee be 
furnished with the exact cents per pound quoted to the Ford Motor Co. in the 
Apex proposal of May 4, 1955. 

Mr. Lippa advises me that their quotation to the Ford Motor Co. was not a 
fixed, or flat price, but that it was based upon the cost of scrap and alloying in- 
gredients in the open market at the time of shipment of metal to Ford, plus a 
processing charge. 

Thus the cost of the metal to Ford might be a constantly, varying price, gov- 
erned by the fluctuations in the market prices of.scrap and alloying elements. 

Mr. Lippa feels that, although they were willing to, and did, state their actual 
cost of pigging, the public disclosure of the complete processing addition would 
be to reveal their overall cost, and would thereby be of benefit to their competi- 
tors. They will, however, if you so request, reveal them for the confidential use 
of the committee. 

I regret, therefore, that I am unable to fully comply with your request. 

Sincerely yours, 


Cart H. Burton, Secretary. 
Mr. Yates. Mr. Sheehan offers to amend my statement, and wants 
to include the fact we are particularly grateful for your coming, in- 
asmuch as you come from the city of Chicago. [Laughter.] 


Mr. Burron. Thank you, sir. 

Mr. Yates. Mr. Naisuler. 

Mr. Naisuler, the committee would be pleased to have your testi- 
mony. 

I understand that you are chairman of the Special Market Study 
Committee of the Aluminum Extruders Council? 

Mr. Naisuter. That is correct, sir. 

Mr. Yates. We will be pleased to hear from you. 

Do you have a statement ? 

Mr. Naisuter. Yes, I have a statement. 

Mr. Yates. Proceed, Mr. Naisuler. 


TESTIMONY OF AARON J. NAISULER, CHAIRMAN, MARKET STUDY 
COMMITTEE, ALUMINUM EXTRUDERS COUNCIL; ACCOMPANIED 
BY LEONARD J. EMMERGLICK, COUNSEL 


Mr. Naisuter. My name is Aaron J. Naisuler. 

I am associated with Northeast Aluminum, Inc., of Lawrence, 
Mass., and appear on behalf of Aluminum Extruders Council, a trade 
association representing members of the soft alloy extrusion industry, 
as chairman of its market study committee. 

This statement is being submitted in response to the request in a 
letter of the chairman of this subcommittee stating that the commit- 
tee is specifically interested in information on the future of the alumi- 
num industry and the position of small business in it. 
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In the concluding paragraph of the committee’s report of July 
26, 1956, on Small Business and the Aluminum Industry, it recom- 
mended that the Federal Trade Commission and the Department of 
Justice undertake studies and investigations with respect to thoge 
factors which may hinder the growth of small business in the aluni- 
num industry. 

Among such factors, the recommendation referred to the complaints 
of nonintegrated users that they are subjected to price squeezes by 
the primary producers on certain alloys. 

Since that recommendation was made, the price squeeze applied to 
independent custom soft alloy extruders has been intensified by the 
so-called Big Three of the primary smelting industry: Aluminum 
Company of America, Kaiser Aluminum & Chemical Co., and Rey- 
nolds Metals Co., to the point where the profit has been squeezed out 
of soft alloy custom extruding for many of the extruders. There 
is now threatened a reversal of the trend of growth of the independent 
extrusion industry, a trend which the committee noted in its report, 

The competitive abilities of independent custom extruders are be- 
ing weakened not only by the intensification of the price squeeze, but 
also by other pricing practices of each of the Big Three. 

From the cumulative experience of many of its members, the coun- 
cil recently concluded that there was prima facie evidence of price 
discrimination among customers, and sales below cost or at unreason- 
ably low prices, with the purpose and effect of eliminating the com- 
petition of independent custom extruders, on the part of each of the 
Big Three. 

This evidence, the council concluded, points to the subsidizing of 
loss operations in custom extruding by profits from the sale of pig, 
ingot or fabricated products and thus appears to be a misuse of size 
and integration. 

Unless those practices are curbed, the future of the independent ex- 
trusion industry will be a downhill one. 

Believing that a prompt remedy, applying the sanctions of available 
law, is necessary to preserve the independent custom extruding in- 
dustry from severe attrition, the council has made a formal complaint 
to the Department of Justice against Alcoa, Reynolds, and Kaiser. 
It has lodged the information available to it with the Antitrust Divi- 
sion, and it is our understanding that the matter is receiving attenion 
in the usual course in which complaints of prima facie violation of the 
antitrust laws are handled. 

We wish to cooperate with this committee to the fullest extent of our 
abilities, but we hope that the committee will no call upon us at this 
time to discuss the basis of our complaint filed with the Department of 
Justice, lest the ability of the Department of Justice to effectively in- 
vestigate, and, if appropriate, prosecute, be impaired by public dis- 
closure of matters in the course of investigation. 

That is all. 

Mr. Surenan. Mr. Naisuler, I am interested in your comments on 
page 2, because during this course of time we have had people saying 
the profit is in the extruding, and not in the manufacture of aluminum. 

Mr. Naisuter. You probably heard that from Don Wilmot, not the 
custom extruder. 
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Mr. Sueenan. The thing is, we are trying to find out just where 
the profits are in the industry here. I would assume from this that 
most of the profits, according | to your opinion, are from the sale of the 
basic product ? 

Mr. Natsuter. We assume the profit of the aluminum industry is in 
the basic product and the mill product, such as pig ingot sheet, but it 
has been squeezed out of the extrusion business since the small extruder 
group. Oh, they left a profit in there while there were only a few 
ofus. I was one of the first. We had a fine business, and in 1950 they 
squeezed us, and since then the squeeze has been coming tighter and 
tighter and tighter until there is nothing left to eon 

Mr. Yarrs. What do you mean by “squeeze” ? 

Mr. Natsuter. They kept raising the cost of our raw material, which 
only can come from the Big Three, and kept dropping the price of 
finished goods that we sell, custom extrusions. We have no other 
avenue to go down. 

Mr. Surenan. Who was the “they” who dropped the price? 

Mr. Naisuter. The Big Three: Alcoa, Reynolds and Kaiser. 

Mr. Surenan. You mean you were competing with them on ex- 
trusion © ad oducts? 

Mr. Natsuer. That is right, they call on the same customers we do. 

Mr. Surenan. How m: ny companies did you have in the extruding 
business in 1950 ? 

Mr. Naisuter. I guess about, oh, around 30 to 40. 

Mr. Sueenan. How many do you have today ? 

Mr. NatsuLer. Over 100. 

Mr. Surenan. In other words, the industry is growing, despite the 
competition ? 

Mr. Narisuxer. Yes, in spite of it. 

Mr. SHeenan. Would you hazard a guess, as to these 100 companies 
in business last year, how many of them lost money ? 

Mr. Natsuter. For 1957 I do not know how many lost money. 

Mr. Surenan. Did your company lose money! 

Mr. Naisuter. As a matter of fact, I do not think many of 
really know yet, we have not filed our tax return. 

Mr. SueeHan. They are due April 15, you better get on the job. 

Mr. Naisuter. That is right. We usually get it in in the last week. 

Mr. Suernan. Did your company lose money last year ? 

Mr. Naisuter. I am ‘of the suspicion that I have, but, until the final 
figure is in, I could not give a positive statement. I would not be a 
bit surprised that my extrusion business is losing money. 

Mr. Sueenan. You mean it is now March and you do not know 
whether or not your company made or lost money last year? 

Mr. Natsuter. Well, then, I will say I lost. 

Mr. SureHan. You are guessing, though ? 

Mr. Natsuer. Well, you did not want to accept the other guess. 
(Laughter. ] 

Mr. Surenan. You are right. But you do not know where you 
are at ? 

Mr. Naisuter. You made the choice, actually. 

Mr. Surenan. All right. I assume that your organization has a 
representation here in Washington, do they ? 

Mr. Natsuter. What kind of representation ? 
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Mr. Sueenan. You have legal talent here? 
Mr. Natsuter. Yes, sir; he is sitting beside me. Leonard J. Emmer- 
glick. r 

Mr. Surenan. Leonard Emmerglick. I am sorry you did not iden. 
tify him for the record. Is that the same gentleman that 

Mr. Yates. He is Mr. Naisuler’s lawyer, and I assume, as his coun. 
sel, he would be willing to answer any questions. 

Mr. Emmerctiick. I have no objection, if I can. 

Mr. SueenHan. Are you the same Mr. Emmerglick who endeavored 
back in 1955 or so—you were the first or second witness on the stand— 
to help the committee get a picture of the industry? 

Mr. Emmerciick. Yes; I must plead guilty to that. 

Mr. SuHeeHan. You are the gentleman. Did I understand properly; 
you are now the legal representative of these people here in Wash- 
ington ? 

Mr. Emmercticx. That is correct. 

Mr. Surenan. Do you represent any other interests ? 

Mr. Emmercuick. Not in the aluminum industry. 

Mr. Sueenan. Frankly, I heard some rumors that you were work- 
ing with Harvey? 

Mr. Emmerciick. That is not correct. 

Mr. SHEEHAN. It is not correct. You were in the Department of 
Justice at one time, Mr. Emmerglick ? 

Mr. Emmercuick. That is right. 

Mr. Surenan. In other words, you people should have some expert 
representation here ? 

Mr. Natsuter. We think we have excellent representation. 

Mr. Sueenan. Mr. Emmerglick, did you ever work with the com- 
mittee here on getting out reports and information, outside of your 
official testimony ? 

Mr. Emmerctiick. I did not. 

Mr. Sueenan. Never have? 

Mr. Emmercuick. Never have. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Emmerctick. I should say I was asked at one time to help the 
committee, and I found myself unable to do so, and I did not. 

Mr. Surenan. And you took no part whatsoever in advising or 
working for the committee ? 

Mr. Emmercrickx. None whatever. 

Mr. Yates. Mr. Multer. 

Mr. Moutrer. Does the same answer apply to anyone affiliated or 
associated with your law firm ? 

Mr. Emmerciick. I have no affiliates, so the same answer would 
apply. 

Mr. Motrer. Any of your employees? 

Mr. Emmerctick. I have no employees. 

Mr. Yates. You do not even have a secretary ? 

Mr. Emmerciicx. Well, no one who could, by any stretch of the 
imagination, be working with the committee. I have a personal 
secretary. 

Mr. SueeHan. Are you associated with Mr. Dewey Anderson in any 
way? 

Mr. Emmerctick. In no way. 
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Mr. SureeHan. As I remember, you and he both appeared the same 
day ¢ 

Mr. Emmerctick. I think that is correct. 

Mr. Yates. I think someone from the aluminum company did. 

Mr. Emmerctick. Is the committee now investigating me, may I 
ask ? [ Laughter. } 

Mr. SHeenHan. I was. 

Mr. Yates. Mr. Sheehan says he was. I was not aware that the 
committee was. 

Mr. Emoeretick. I feel flattered. 

Mr. Mutrer. I will tell you what I have in mind, Mr. Naisuler or 
Mr. Emmerglick. This seems rather a strange situation. If I recall 
correctly, the Aluminum Extruders counsel was in before this commit- 
tee on many occasions and supplied us much valuable information 
with reference to this industry, as a result of which the committee be- 
came considerably active in this field. And I think he has done a 
pretty good job thus far in trying to point up the situation as it affects 
small business in this industry. 

And, after that, it now appears that you made a complaint to the 
Department of Justice, which is under consideration. Now you ask 
leave not to give us any information because of that proceeding pend- 
ing there. And we, practically, on the basis of the information you 
gave to us, made a record under which the Department of Justice 
has now gotten itself interested. Now you say, “Do not ask us for 
any information until we get through.” 

Mr. Natsuter. May I answer that ? 

Mr. Mutter. Please. 

Mr. Natsuter. Before we thought we were dealing—in dealing 
with the committee—we were dealing, so to speak, with the civilian arm 
of Government, and we look upon this situation as if there has 
been a crime committed and the Justice Department is the place to go 
for complaints about crimes. It seems this is the legislative depart- 
ment, and we come here for change in legislation. We feel there 
has been a crime committed, and that is why we have gone to the 
Justice Department. 

Mr. Muurer. You do not think legislation is necessary; the legis- 
lation is all right as it is? 

Mr. Natsuter. I would not try to tell you what to do about legisla- 
tion ; that is for your own decision. 

Mr. Muurer. The only reason we ask you gentlemen to come in 
here is to tell us what we can do legislatively. 

Mr. Natsuter. We feel there is a violation of existing law, and we 
feel the remedy is through the existing law. 

Mr. Mutrer. Did your men feel that before you came in and told 
this committee the story in reference to this matter ? 

Mr. Natsuter. What year are you referring to? 

Mr. Murer. When did Mr. Lemelman represent your association ? 

Mr. Natsuter. He is not with us now. 

Mr. Mutter. He was your executive director ? 

Mr. Natsuter. Executive secretary. 

Mr. Mutter. If I recall correctly, he spent a great deal of time 
down here, particularly with members of the committee, supplying us 
with information. 
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_ Mr. Naisutzr. I do not know what his reasons were for not testify- 
ing or not giving you information similar to what I am giving you, J 
cannot control him; I was not with him. 

7 Mutter. He was acting for the same association you are acting 

Mr. Natsuter. But if you will look back in your records, I submitted 
personally, in 1955, to this committee, a tremendous amount of infor. 
mation. And I think I said the same thing then as I am saying now: 
that we are being squeezed—we were being squeezed then. The only 
reason we were not squeezed out then was that shortages came up to 
save us. 

Now, I cannot see a shortage to save us. 

Mr. Mutrer. At the time, you came down and told us about the 
pe squeeze and other squeezes and the situation of the industry, and 

aid before us all the facts that were available to you so that we could 
try to do something about the industry. 

Today, you say: Do not go into this because there is a proceeding 
pending in the Department of Justice. 

If the information you may have to give to us will point a finger at 
anyone, and indicate a violation or crime, we do not want to take it in 

ublic hearing. Many times we take it in executive session. 

Would it make any difference if we gave you an executive session? 
Would you then give us the information you refuse to give us now, 
because the Department of Justice is looking into the matter? 

Mr. Natsuter. The only reason we do not want to give it is that we 
may be interfering with what the Department of Justice is doing. 

We want to give it to you now; but, after all, if it does nullify the 
work we have done so far, that responsibility will be on your hands. 

Mr. Mctrer. But we cannot act if we do not get the facts. 

Let me call this to your attention: 

Last year, while there was a proceeding pending, which is still pend- 
ing in the Federal Trade Commission, some people came in and tes- 
tified before the Small Business Committee about a very serious anti- 
trust situation. We developed all the facts, we thought, in executive 
session. [ Laughter. | 

You see, one of the columnists carried the whole story in his nation- 
wide syndicated column, even though the testimony is still sealed. 

If you give that a reason, you did not want to testify in executive 
session, we will excuse you in a minute. 

What I want to mention is this: 

At that time, while the proceeding was pending, and is still pending, 
as a result of the activities of this committee, we got the Department 
of Commerce, and the State Department, to intercede, and I think we 
broke up effectively two foreign cartels: one in Japan and one in 
Europe, as a result of which there is at least free competitive bidding 
in that field now. l 

Maybe if you give us the information, we can do something in this 
field. 

Mr. Naisuter. Well, I have no objection to giving you the infor- 
mation now, but the responsibility has to rest with you: that if it ever 
gets out in any way to nullify the work of the Department of Justice— 
I do not want to carry that responsibility. 

Mr. Motrer. All right. I think the committee will take that un- 
der advisement, as to whether or not we should ask you to attend an 
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executive session and give us that additional information—having in 
mind that executive sessions cannot be effectively sealed. 

Mr. SHeeHan. Well, is not this position similar to what we were 
jn several years ago when Mr. Emmerglick was testifying before this 
committee ¢ . 

He was talking about the Alcoa case, giving a lot of particulars 
and recommendations to the committee, and at the same time Alcoa 
was before the court for renewal of the 5-year under the court rule. 

Mr. Naisuter. I am not qualified to answer that. I did not study 
the situation. 

Mr. SHEEHAN. That question should have been directed to Mr. Em- 
merglick. 

Mr. Emmerciicx. Mr. Sheehan, I do not see the parallel. I was 
speaking then as an individual citizen about a case which was pending 
in court. 

Mr. Naisuler has just been speaking about a complaint which has 
been made to the Department of Justice, alleging that a law has been 
violated. 

It may be that the FBI is out investigating that now. Mr. Naisuler 
feels that unless the committee is warned before he is asked to give 
details as to the nature of that complaint, the committee may proceed 
to interrogate him and may elicit facts which are in the course of in- 
vestigation by a law-enforcement agency. 

Just so that the committee realizes that, he is expressing his will- 
ingness to answer any questions, not necessarily in executive session 
but in open session now. 

Mr. SHeeHan. On that basis, I should—or you, as attorney—I sup- 
ose you get paid for that; I do not—advise your client that we have 
ad executive sessions around here and that columnists have gotten 

the news and have gotten it out in spite of the fact that it is supposed 
to be kept quiet in the executive session. 

Mr. Yares. Not out of this subcommittee. 

Mr. SureHan. Out of the whole committee. 

Mr. Natsuter. We are willing to make the statements in open ses- 
sion. Any questions that the committee wishes to ask, we will answer. 
We have now made the point that this matter is under investigation, 
and that is all we wanted to do. 

Mr. Sueenan. I have no further questions. 

Mr. Yates. Any questions? 

(No response. ) 

Mr. Yates. If there are no further questions, Mr. Naisuler, you are 
excused. 

I thank you, Mr. Naisuler, and Mr. Emmerglick, for coming in. 

The committee will stand in recess until 10 o’clock tomorrow morn- 
ing in this room. 

(Thereupon, at 4:15 p. m., the subcommittee recessed to reconvene 
at 10 a. m., on Thursday, March 13, 1958.) 
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House or RepresENTATIVES, SUBCOMMITTEE 
No. 3 on Mrnerats AND RAw MATERIALS OF THE 
Setect Committee To Conpuct a Stupy AND 
INVESTIGATION OF THE PropLEMS OF SMALL BusrNgss, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
1334 New House Office Building, Hon. Sidney H. Yates (chairman 
of the subcommittee) presiding. 

Present: Representatives Yates (presiding), Sheehan, and Riehl- 
man. 

Also present: Irving Maness, counsel; Bert Z. Goodwin, special 
assistant counsel; Katherine C. Blackburn, research analyst; and 
Victor P. Dalmas, adviser to minority members. 


PROCEEDINGS 


Mr. Yates. The committee will come to order. 
We are pleased today to have two newcomers to our aluminum hear- 


ings, the Anaconda Co. and the Olin Mathieson Chemical Corp. 
Our first witness is Mr. C. Jay Parkinson, general counsel of the 
Anaconda Co., and vice president of the Anaconda Aluminum Co. 
Mr. Parkinson, will you proceed. 


TESTIMONY OF C. JAY PARKINSON, GENERAL COUNSEL OF THE 
ANACONDA CO., AND VICE PRESIDENT OF ANACONDA ALUMINUM 
CO. 


Mr. Parkinson. With your permission, Mr. Chairman, I would 
like to read my statement which has previously been submitted to 
the committee. 

Mr. Chairman and gentlemen of the committee, my name is C. Jay 
Parkinson. I am general counsel of the Anaconda Co. and vice presi- 
dent of its wholly owned subsidiary Anaconda Aluminum Co. My 
office is located at the home office of said companies, 25 Broadway, 
New York 4,N. Y. 

The Anaconda Co. first became interested in the aluminum business 
in 1914 when the metallurgical research department was assigned the 
task of determining whether metallurgical-grade alumina could be 

roduced economically from smelter slimes available at the Anaconda, 

ont., smelter. As a result of this work the clays in the Northwest 
particularly south of Spokane, Wash., were investigated because of 
their low iron content. Some clay lands were leased and considerable 
research was performed on these materials at a small pilot plant. 
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Preliminary investigation was also made looking toward the build- 
ing of an aluminum reduction plant in western Montana to utilize 
waterpower from that area, This project did not materialize at that 
time, largely because of adverse economic conditions which develo 
at the end of and following World War I. Out of the needs of World 
War II our research was again revised as the result of the inspiration 
and work of Mr. Frederick Laist, vice president of metallurgical oper. 
ations. 

This research had progressed to a point that by the time we did 
decide to engage in the primary production of aluminum in the early 
1950’s we were encouraged with the laboratory results in using domes- 
tic clays to produce alumina. Since the reduction plant at Columbia 
Falls, Mont., was brought into operation during August 1955, and had 
reached its rated capacity of 5,000 tons of metal per month by Decem- 
ber of that year, we have continued our research work and will shortly 
have in operation at Anaconda, Mont., a large pilot plant operation, 
costing over $1 million, designed to test construction materials, oper- 
ating procedures, and to otherwise confirm the factors necessary beens 
a commercial size plant can be constructed to supply, from domestic 
clays, our alumina requirements and possibly others as well. Patent 
applications are pending on the novelty aspects of this work. 

We believe we are successfully nearing the end of a long, expensive 
and difficult project. It is our judgment that a domestic source ma- 
terial for economic production of alumina in reasonable proximity 
to the Northwest primary producing area is of great importance in 
insuring the future defense and peacetime requirements for this vital 
metal. This becomes even more important as our domestic bauxite 
deposits continue to diminish and we have to stretch out to far con- 
tinents for a supply of acceptable grade bauxite to meet increasing 
future demands. The domestic supply of clay and other materials 
amendable to treatment into acceptable alumina is almost inex- 
haustible. 

The stimulus of the results of our work along these lines is becom- 
ing more evident as other companies are beginning to join in research 
and development of various domestic source materials. The most re- 
cent announcement called to my attention appeared in the Wall Street 
Journal under date of February 12, 1958, wherein Strategic Materials 
Corp. and North American Coal Co. announced plans for a commercial 
scale plant to be constructed in southeastern Ohio to recover alumina 
from low-grade coal ores and waste clays. 

During 1951 the Harvey Machine Co., Inc., a California corporation, 
had been negotiating with various United States Government agencies 
for the construction and financing of an aluminum reduction plant to 
be built near the Hungry Horse power development in Flathead 
County, Mont., and had caused to be incorporated a subsidiary com- 
pany, Harvey Machine Co., Inc., of Montana, to construct and operate 
such plant. 

The California corporation and the various Government agencies 
were unable to shtiaile arrangements satisfactory to that corporation. 
The California corporation then entered into negotiations with the 
Anaconda Co. which resulted in an agreement whereby Anaconda ac- 
quired a 95 percent stock interest in the Montana corporation, to which 
were transferred certain of the rights, assets and commitments of the 
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Qalifornia corporation relating to the proposed plant and Anaconda 

undertook to finance and complete the construction thereof, subject to 

certain conditions the most important of which were the issuance of a 

certificate of necessity, the making of a satisfactory long-term power 

contract with Bonneville Power Administration and the securing of a 

contract with a responsible supplier for alumina requirements for the 
lant. 

These conditions were satisfactorily negotiated and resolved in 1952. 
The California corporation retained a 5 percent stock interest in the 
Montana corporation which minority stock interest was purchased 
by the Anaconda Co. in April 1957. The name of the Montana corpo- 
ration was changed to “Anaconda Aluminum Co.” under which name 
it continues to operate. 

The certificate of necessity for the reduction plant provided for a 
j-year amortization of 85 percent of the total capital expenditure 
which amounted to approximately $63 million. The Anaconda Co. 
provided all of the capital for the construction and operation of this 
plant. The Anaconda Aluminum Co, has no supply or “put” contracts 
with the United States Government and received no aids from the 
Government other than the aforesaid certificate of necessity. 

A contract for the purchase of power was concluded with the Bonne- 
ville Power Administration for a term of 20 years providing for 
111,000 kilowatts of firm power and up to 37,000 kilowatts of interrup- 
tible power. 

A requirements contract for alumina was made with Reynolds 
Metals Co. which terminates on, December 1, 1960. Arrangements 
have also been made at the expiration of this contract to obtain 
alumina under a contract from Kaiser Aluminum & Chemical Corp. 
on more favorable terms than under the Reynolds contract. 

Pursuant to this latter agreement Anaconda Aluminum Co. has 
advanced to Kaiser a total of $17 million to provide in part for the 
construction costs of additional facilities at Kaiser’s alumina plant at 
Gramercy, La. An agreed credit on the per ton price of alumina 
delivered will liquidate these advances. 

This contract assures alumina to the Anaconda Aluminum Co. for 
a minimum period of 12 years and a maximum of 15 years. By virtue 
of our purchase of alumina rather than producing our own from 
bauxite or clay, we are at a competitive cost disadvantage in compari- 
son with the other primary aluminum producers. Consequently, we 
are hopeful that this disadvantage can be minimized when we are 
in a position to produce our alumina requirements from domestic 
materials. 

In 1955 the American Brass Co., Torrington division, a wholly 
owned subsidiary of the Anaconda Co., completed a new electronically 
operated four-high reversing mill in Torrington, Conn., for producing 
aluminum and aluminum alloy sheets in coils up to 30 inches in width. 

This installation has a capacity of approximately 800,000 pounds 
per month but has not to date reached that capacity. Also in 1955, 
preliminary construction work was started and major equipment was 
ordered for a new aluminum mill at Terre Haute, Ind. This mill is 
designed to produce aluminum sheet, plate, rod, tube, and extrusions 
and will be substantially completed during the last quarter of 1958. 





238 ALUMINUM INDUSTRY 


In 1957 Anaconda was approached by the Cochran Foil Co., a many- 
facturer of aluminum foil, laminated foil products, and rigid alumi. 
num containers with headquarters in Louisville, Ky., which compan 
was seeking to diversify its investments in the aluminum business and 
to arrange for a long-term assured supply of raw material for its 
plants. Asa result of this investigation som the negotiations pursuant 
thereto throughout the fall months of 1957, an offer was made to ac- 
quire all of the properties and assets of Cochran Foil Co. This offer 
in the form of an agreement and plan of reorganization provides for 
the acquisition of all of Cochran Foil Co.’s assets and properties by a 
newly organized and wholly owned subsidiary, namely Cochran Foil 
Corp., in consideration of 305,436 shares of the Anaconda Co.’s stock, 

This offer was accepted by the shareholders of Cochran Foil Co. at a 
special meeting held on December 20, 1957. The completion of this 
acquisition will afford an immediate market for aluminum from the 
Terre Haute plant when it comes into production as well as assuring a 
more diversified outlet for production from the Columbia Falls plant. 

The Anaconda Wire & Cable Co. is the other major fabricating sub- 
sidiary of the Anaconda Co. Anaccnda owns 70.63 percent of the 
capital stock of Anaconda Wire & Cable Co. The Wire & Cable Co. 
has for several years been engaged in the business of manufacturing 
aluminum wire. It operates a new semiautomatic aluminum rod roll- 
ing mill at Great Falls, Mont., which supplies the requirements of all 
of the company’s plants for aluminum rods. This company has pro- 
vided facilities in several of its plants for the manufacture of alumi- 
num conductors used in the transmission and distribution of elec- 
tricity. 

All sales of primary aluminum are made through the Anaconda 
Sales Co., a wholly owned metals sales subsidiary of the Anaconda Co.,, 
on the basis of both “spot” orders and long-term contracts, all of which 
specify the sales price as that prevailing on the date of shipment as 
published in the American Metal Market. An aggressive attempt has 
been made to develop sales for aluminum metal with all consumers, in- 
cluding particularly nonintegrated consumers. For the years 1956 
and 1957 shipments to customers may be summarized as follows: 


Primary metal shipped to customers, calendar year 1956 


Percent Total pounds 


Ee os oust eersihabiaePontronsadntshe Ps 32.3 39, 596, 276 
Nonintegrated and sundry customers 67.7 82, 923, 536 


siete cid KSbke acer e estas aionis sunessecoieeusinoueséeqecbes 100.0 122, 519, 812 


Norr.—In 1956 the Columbia Falls plant produced 123,293,817 pounds (61,647 tons) of primary metal 
which amounts to approximately 4 percent of total domestic production, 


Primary metal shipped to customers, calendar year 1957 


| Percent | Total pounds 





Anaconda subsidiaries 34. 34, 680, 068 
Manitnierrated and sundry quatommans..........- 2.26. enedocenneescceene=ss- pean . 65, 433, 197 


100, 113, 266 








96, 276 
23, 536 


19, 812 


metal 


ALUMINUM INDUSTRY 239 


In 1957 the reduction plant at Columbia Falls produced 104,111,903 

unds of primary aluminum. The plant operated on a full schedule 
until June 1, 1957, at which time, because of a surplus of finished metal 
jn inventory, production was curtailed 1214 percent with an additional 
1214 percent curtailment on July 1. 

Production continued thereafter for the balance of the year at 
an average rate of 7,550,000 pounds per month, or 75 percent of plant 
capacity. Beginning on January 1, 1958, a portion of this curtail- 
ment was restored to yield production approximating 88 percent of 
capacity. All of the sales aforesaid were made in the form of pig, 
wire ingot, and sheet ingot. Consequently, we do not currently com- 
pete with extruders, casters of alloys, or foundry ingot. Our re- 
claimed scrap handling is limited to remelting of Anaconda Wire & 
Cable Co.’s rods and clean aluminum wire; hence, we do not compete 
with secondary smelters on scrap purchases. We have no hot-metal 
contracts, as we have previously advised this committee in writing. 

With our new fabricating facilities that will begin to take metal 
in 1958 and early 1959, plus the growth of sales of aluminum prod- 
ucts by our already operating fabrication plants, I would expect, and 
sincerely hope, that more of our primary metal production will be 
utilized by our fabricating plants than has been possible to date and 
that we will be able to resume full production in the near future. 
The extent of this use will depend upon markets and sales, but we 
do expect a reasonable growth. At the same time we are actively 
and aggressively promoting the sales of prime metal to nonintegrated 
consumers and are continuing to offer term contracts and to accept 
spot orders. 

We have no present plans to increase our productive capacity at 
Columbia Falls, though we have all of the essentials to do so except 
for additional power and the necessary market demands. Plans are 
in process or are under study to alleviate the power shortage in the 
Northwest. Thus, Anaconda Aluminum Co. is in a good position to 
increase its metal production if economic conditions warrant such 
action. 

We do not believe that there is likely to be an appreciable further 
replacement of copper by aluminum in the foreseeable future. The 
principal replacements in transmission lines, hardware and certain 
other items where lightness is advantageous have already taken place. 

During the past 10 years it is estimated that total potential of 
copper has been decreased by approximately 12 percent by such re- 
placement. Copper is again in plentiful supply as are other competi- 
tive metals, so that there is less likelihood of substitutions based on 
scarcity or price. Under these circumstances the measure of a metal’s 
use in the future will depend upon its qualities for particular require- 
ments and purposes. 

The role of aluminum in the past decade has truly been sensational 
but no doubt seems much more so when compared with the older metals, 
the uses for which have been developing ever since the advent of the 
bronze age and not confined to the last decade or two as has been the 
case with aluminum. With supply and prices of metals in competi- 
tive alinement, whichever metal or alloy is superior or better for 
agiven use will be controlling. 

Aluminum had been in short supply for a number of years prior to 
1957. The United States has been and still is a net importer of the 
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pee metal. Most of the aluminum imports into this country 
ave been supplied by Canada which country has also been the prin- 
cipal exporter into other markets of the world. 

Aluminum is now in more plentiful supply and is being offered 
more freely in European markets and by sources which heretofore did 
not place much aluminum in those markets. Russia, Japan, and Yugo- 
slavia are offering aluminum, and generally, at reduced prices. United 
States domestic aluminum is also now being offered in European 
markets. 

The prices at which some of this foreign-produced aluminum has 
been offered would permit the import of the metal from these sources 
into the United States for sale here below the current domestic price 
after payment of freight and duties. However, it is not likely that 
aluminum from these sources will offer serious competition to the 
domestic aluminum produced in this country principally because, if 
we omit Russia, the volume available is relatively small. The prin- 
cipal competition of domestic aluminum in the United States markets 
is, of course, from Canada. 

In regard to the amount of metal which Russia might be able to 
offer, we can only speculate, as accurate figures about Russian ¢a- 
pacity are not available. However, on the basis of information which 
is available, it is not likely that the volume available from Russia will 
provide any protracted competition in the near future with domestic 
aluminum in the United States. 

In regard to fabricated aluminum, our exports and imports are rela- 
tively small and are about in balance. The demand for aluminum in 
Europe is still high and we do not believe that the prospects of com- 
petition from foreign fabricated aluminum will be serious in the im- 
mediate or near future. 

The short-term outlook for the industry will be affected adversely 
by the extent of the current recession in general business activity 
which was not foreseen by forecasters in 1956 and early 1957. It would 
appear, however, that barring unforeseen and unpredictable events, 
the current oversupply of metal will even up with consumption pro- 
gressively between now and 1960 and that we may well require addi- 
tional productive capacity to adequately supply requirements in the 
early 1960’s. I am personally optimistic concerning the future of the 
aluminum industry. This optimism is based, among other things, 
upon— 

(1) The population growth forecasts during the next decade; 

(2) Adequate metal supply availability which will tend to pro- 
mote new products and uses and to expand sales in conventional 
markets; 

(3) The relative stability of prices for primary aluminum 
metal and most semifabricated products; and 

(4) The controlled attention of management in all branches of 
the industry to all elements of product sales based by a compre- 
hensive research and development program. 

It seems practically certain that the consumption of aluminum 
throughout the world will be exceeded only by steel. The expansion 
of production, however, will continue to be controlled and even lim- 
ited by the availability of cheap power. Nuclear power developments 
in the future can very well develop aluminum metal production in 
countries which today are large aluminum importers. 
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Mr. Yares. Mr. Parkinson, thank you very much for a fine state- 
ment. ‘The committee is very interested in what you have to say. I 
know that I personally am interested in this clay experiment that your 
company has undertaken. 

How close to usability is that clay ? 

Mr. Parkinson. The very large plant that is presently under con- 
struction at the research center at Anaconda, Mont., metallurgical 
research center, the first phase of that will be completed and in opera- 
tion approximately April 1 of this year. 

The second phase of the operation will be completed, under pres- 
ent plans, by approximately June 1 of this year, and be in operation 
at that time. 

Mr. Yates. Have you produced aluminum by using that clay? That 
clay is a substitute for alumina, is it not ? 

Mr. Parkinson. That is right. I am sorry. The clay is a sub- 
stitute for bauxite. ; 

Mr. Yates. And then you produced alumina from it? 

Mr. Parkinson. That is correct. 

Mr. Yates. And from the alumina you produce aluminum ? 

Mr. Parkinson. That is right. 

Mr. Yarers. Have you produced aluminum by using the clay ? 

Mr. Parkinson. Not on a regular scale. We have had for some 
time a small laboratory plant which would handle a very small ton- 
nage of clay each day. By running that over a period of weeks or 
months, you can accumulate, and we have, sufficient alumina to make 
a test in the plant at Columbia Falls, actually in a cell. And it works 
equally well with the material, the alumina that we buy commercially 
for that purpose. 

In other words, it is the equivalent of it. 

Mr. Yates. When will you be in a position to use that on a mass- 
production basis / 

Mr. Parkinson. It appears likely that it would be necessary to op- 
erate the complete plant for perhaps a year or longer to test out the 
types of materials for machinery, equipment, lines, and tanks, that 
would be best utilized in the construction of a large-scale commercial 
plant. 

It is impossible for us to say at this stage how long we might have 
to operate that pilot plant in order to test out all of the various 
aspects of the proposition, but it would now appear, from the work 
that has been done, that that that could be completed in approximately 
a year to 2 years. 

Mr. Yates. Do you know yet whether your cost in using the clay 
will compare favorably with what it costs to purchase alumina? You 
do not have your own bauxite plant, do you? 

Mr. Parkinson. No, we purchase our alumina. 

Mr. Yares. Will the costs compare favorably with the alumina pur- 
chased ? 

Mr. Parkinson. We believe that we will be able to furnish alumina 
from clay to our plant at Columbia Falls and in that area at a price 
less than it can be purchased from others, and comparable with costs 
of producing the same material from bauxite if we had it available. 

Mr. Yates. You have moved into the sale of primary aluminum 
fairly substantially, as I remember the figures. The indications are 
that you are going to move into the field primarily. Do you sell pri- 
mary metal at a profit now ? 
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Mr. Parkinson. Yes, we do. 

Mr. Yares. When we speak of primary metal, we refer to the 
aluminum as ordinarily sold as pig and ingot. That is sold in ae. 
cordance with the public price ? 

Mr. Parxrnson. Yes. 

Mr. Yates. That is what you mean? 

Mr. Parxrtnson. That is correct. 

Mr. Yates. Do you sell in countries other than the United States? 

Mr. Parkinson. No, we have not sold except in the United States, 
I believe we have one small order in South America, and we sold, 
I believe, two small orders in Mexico City. 

Mr. Yates. What did you sell ? 

Mr. Parkrnson. Primary metal. 

Mr. Yates. At what price do you sell for outside the United States? 

Mr. Parkinson. We have sold our metal at the same price that 
the other aluminum companies have been charging in those areas, 

Mr. Yates. Is there a published price in Mexico? 

Mr. Parkinson. There is an offered price in Mexico for alumi- 
num from both United States producers as well as Alcan in Canada, 

Mr. Yares. Is this a published price? 

Mr. Parkinson. No. I do not think there is a published price, 
It is an offered price, it is what price they offer to sell for down there, 

Mr. Yates. How does the public know what the offered price is 
down there? Suppose a buyer of aluminum, a prospective buyer of 
aluminum, wanted to know the price. Would he go to the company? 

Mr. Parxtnson. I think that is what happened. I am not familiar 
with the details of the sale. It was a small sale, I think just more 
or less an experimental sale, and I am not familiar with the details 
of it. 

Mr. Yares. He would not go to a journal like the American Metal 
Market such as we have in this country, where the prices are listed? 
You do not have such a situation in Mexico? 

Mr. Parkinson. My understanding is that they do not have that 
in Mexico City. 

Mr. Yates. How do you fix your price, then? Do you call up and 
find out what the others are charging ? 

Mr. Parkrnson. I think all of those small orders have been on a 
bid basis, in other words, an asking price, we have quited a price 
others have quoted a price, and if the price is close, they have divided 
the business a little and given us small orders. 

Actually, we haven’t attempted to promote any sales outside the 
United States. There have been, I think, just 2 or 3 instances where 
we, in effect, have gotten a small order in that fashion. 

Mr. Yates. This was in Mexico ? 

Mr. Parkinson. In Mexico. I do not think we have actually de- 
livered an order outside of the United States except to Mexico. 

Mr. Yates. Do you recall what price was charged there? 

Mr. Parkinson. No, I do not. I do not have those details. 

Mr. Yates. Could you supply those for the record ? 

Mr. Parxrnson. Yes, I would be glad to. 

(See letter dated April 14, 1958, from C. Jay Parkinson, General 
Counsel, the Anaconda Co., in appendix, p. 441.) 
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Mr. Yates. I was a little bit surprised to learn that you have pur- 
chased a certificate of amortization. I was not aware that certifi- 
cates of amortization could be transferred. 

Mr. Parkinson. We did not purchase it. It was one of the condi- 
tions of our taking over the commitments of Harvey, the arrangement 
of a satisfactory certificate, and that was subsequently worked out. 
It was not a purchase; we did not purchase the certificate. 

Mr. Yates. How was that done? I remember we were advised that 
the certificate of amortization was granted to the Harvey Co. Harvey 
transferred it to you either through a sale at the corporation—how 
was it done? Iam interested in the form in which it was transferred 
from the Harvey Co. to your company. 

Mr. Parkinson. The details of that I do not have available. But my 
understanding was that the certificate of necessity ran to the Harvey, 
Mont., corporation, and that Anaconda, of course, acquired 95 per- 
cent of the stock of that corporation from the Harvey interests, you 
see. And there were negotiations that took place to change that 
original certificate in some respects. I think that the amount of the 
certificate, the aggregate amount of construction was fixed at that 
time at this $63 million. 

(See letter dated April 14, 1958, from C. Jay Parkinson, General 
Counsel, the Anaconda Co., in appendix, p. 441.) 

Mr. Yates. Perhaps the confusion lies in my interpretation of 
your statement on page 4, where it is said: 

The California corporation then entered into negotiations with the Anaconda 
Co. which resulted in an agreement whereby Anaconda acquired a 95 percent 
stock interest in the Montana corporation, to which were transferred certain 
of the rights, assest and commitments of the California corporation relating 
to the proposed plant, and Anaconda undertook to finance and complete the 
construction thereof, subject to certain conditions, the most important of which 
were the issuance of a certificate of necessity, the making of a satisfactory 
long-term power contract— 
and so forth. 

Mr. Parkinson. Yes. 

Mr. Yates. When I first read that I received the impression that the 
certificate had been transferred from the California corporation, but 
apparently I am reading something into it. 

Mr. Parxrnson. I think so. I think what actually took place and 
the things that we are talking about is that there had been negotiations 
with respect to power, there has been land acquisitions for plant site, 
there had been machinery ordered. For instance, there has been elec- 
trical equipment ordered and that was in process, various assets, and 
engineering plans which were in process at that time. 

Mr. Yates. Then you took over 95 percent of Harvey of Montana? 

Mr. Parkinson. That is correct. 

Mr. Yares. Including the certificate of necessity ? 

Mr. Parkinson. That is correct. 

Mr. Yates. And then subsequently you bought the remaining 5 
percent ? 

Mr. Parxtnson. That is correct. 

Mr. Yares. Can you tell us what the consideration was for that 
deal? Did Harvey receive anything in addition to a sum of money? 
I mean, did it receive an agreement on your part to furnish aluminum 
to that company ? 
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Mr. Parkinson. Yes. The Harvey Co. in California received 5 
percent of the stock, a call on the Columbia Falls plant for up to 95 
percent of the production from that plant 

Mr. Yates. For how long a period of time? 

Mr. Parxrnson. I am not sure when the date ended, but for ap- 
proximately 10 years. 

Mr. Yates. And when you bought out the remaining 5 percent in- 
terest of Harvey, did it still retain its call rights? 

Mr. Parkinson. No, it did not, because by that time the Harve 
Co. had made arrangements to build a plant at The Dalles in the 
Northwest to produce what it considered its own aluminum require- 
ments. 

Mr. Yates. Did it receive an additional certificate of amortization 
for the construction of its plant at The Dalles? 

Mr. Parkinson. That I do not know what it received; I have noth- 
in to do with that company. 

Mr. Yares. I think you and I will be surprised if they did not re- 
ceive one. 

Mr. Parkinson. I would, yes. 

Mr. Yates. I think Harvey Aluminum will be in here in a few 
weeks, and I think we can find out then. 

Mr. Parkinson. I think that is the best source of that information. 

Mr. Yares. I agree. So that you have no contractual arrangements 
with Harvey at all now? 

Mr. Parxrnson. None whatsoever. 

Mr. Yares. And they purchase aluminum from your company if 
they want aluminum from your company on the same basis as any 
other customer ? 

Mr. Parkinson. That is right. 

Mr. Yates. On page 5 you state: 

The Anaconda Aluminum Co. has no supply or “put” contracts with the United 
States Government and received no aids from the Government other than the 
aforesaid certificate of necessity. 

There seems to be an overtone to that statement. Or am I reading 
something into it? Are there certain advantages that come from 
supply or put contracts? 

Mr. Parkinson. I would say there were, yes, in times when you 
cannot run your plant at capacity, if you can sell your aluminum to 
the Government, it is in oversupply, and run your plant at a hundred 
percent of capacity, obviously it is an advantage to you. 

Mr. Yates. Can that be one reason why the price is at 26 cents today, 
do you think ? 

Mr. Parxryson. No, I do not think that has anything much to do 
with the price being at 26 cents. The reason the price is at 26 cents 
is that it costs more for all of the materials and services that go into 
producing the metal, including transportation and overhead and 
everything. 

Mr. Yates. Costs more than when? 

Mr. Parxinson. Than it did when aluminum sold at a lesser price. 

Mr. Yates. Have you had occasion by any chance to check the state- 
ment of mill costs to which the committee previously referred as it 
appears in the case of United States v. Aluminum Company of Amer- 
ica in 153 Federal Supplement, 132? The schedule appears on page 
185. 
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Mr. Parkinson. I am familiar with the case that you speak of, but 
[have no recollection of the mill costs. 

Mr. Yates. There is a schedule of mill costs on page 185 of the three 
primary producers. I wonder whether or not Anaconda’s mill costs 
approximate those that have been published for the three primary 
producers ¢ 

Mr. Parxtnson. I would not know that, sir. I do not know what 
those mill costs are. 

Mr. Yates. Does somebody with your company know? 

Mr. Parkinson. Oh, yes, we know what our mill costs are. I do not 
knwo what other people’s are. 

Mr. Yates. You were not in business in 1956—yes, you were, were 
you not ? 

Mr. Parkinson. Yes. 

Mr. Yates. And you had mill costs. The question I asked was 
whether the mill costs of your aluminum company products met the 
mill costs of Alcoa, epee, and Kaisers, as published in that case? 

Mr. Parkinson. And that I do not know, I am not able to tell you. 

Mr. Yates. Could you supply that for the record, please ? 

(See letter dated April 14, 1958, from C. Jay Parkinson, general 
counsel, the Anaconda Co., appendix, p. 441.) 

Mr. Parkinson. I will see if we have that available. 

Mr. Yates. The suggestion is made that perhaps the reason you 
do not furnish that information is that you do not know what the 
mill costs are in this book. I get the impression that at this time that 
you are not aware of what the mill costs are in this book. 

Mr. Parkinson. No, I do not have that at hand. 

Mr. Yates. I think, too, we would like to know how substantially 

our mill costs have gone up since 1956. Is there a direct relationship 

tween your costs and the published price? How did you happen 
to charge the public price for the sale of your primary metal ? 

Mr. Parxtnson. We are such a small factor in the business that we 
have simply sold it at the published price. We are not able to in- 
fluence the price. We do not have enough production. 

Mr. Yates. I asked Mr. Davis, when he was in before the committee, 
how it happened that he cut back production rather than cutting the 
price of the product. I would think you would get more business 
if you cut the price rather than production, would you not? 

Mr. Parkinson. No. You can sell just about so much aluminum 
and so much copper. In other words, you can sell what people will 
buy. We do not sell any more copper when the copper is 24 cents 
or 25 cents than when it is 30 or 35 cents. 

Mr. Yates. Then price has no relationship ? 

Mr. Parkrnson. I would say if the price is excessive, if it goes 
beyond certain bounds, it would naturally affect sales to some extent, 
but not within any reasonable range. It is the stability of the price 
so that you can make plans now, engineering plans and designs, for 
furnishing that article 6 months, a year, or a year and a half from 
now, that is far more important than that. 

Mr. Yates. Would you not think you would get more customers if 
you charged 25 cents than 26 cents? 

Mr. Parkinson. I do not think so. Would you buy any more alumi- 
hum products if the price was 25 cents instead of 26 cents? 
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Mr. Yares. If I were buying aluminum, I would certainly buy at 
25 cents rather than 26 cents. 

Mr. Parkinson. Yes, but would you buy any more? 

Mr. Yates. I might, depending on what my particular needs were, 
As you asked me this question, i am trying to picture myself in the 
aluminum business and using it. But certainly even in this time of de- 
pression, there are certain numbers of aluminum purchasers, other- 
wise the companies would have no sales at all, and you would havea 
cutback of capacity not by 20 percent but by 100 percent. 

So that in your competition with the other companies, I assume that 
price is a factor in the current aluminum market. 

Mr. Parxrnson. It hasn’t become such in the prime metal market. 
I think it has to some extent in the fabricated articles. 

Mr. Yates. Do you really know in the primary market ? 

Mr. Parkinson. Pardon ? 

Mr. Yates. Do you really know whether it is a factor in the primary 
market? Whohas tested it? 

Mr. Parkinson. We do not think it is—it has been tested in other 
metals, copper and 

Mr. Yares. Do you consider aluminum in the same class pricewise 
as the other metals ? 

Mr. Parkinson. Oh, yes, as far as this principle that we are talking 
about here; in other words, I don’t think that you would buy more 
aluminum if you were in the aluminum business if aluminum was at 
25 cents than at 26 cents, you would buy simply what you could 
reasonably utilize; you wouldn’t buy it just because it was cheap if 
you didn’t have a use for it. 

Mr. Yates. But if you were selling at 25 cents and the other com- 
panies were selling for 26 cents and I had a use for it, I would buy it 
from your company, wouldn’t I? 

Mr. Parxinson. Yes, I guess so, unless there were other considera- 
tions involved. If you felt that one of the other suppliers had fur- 
nished you your requirements of metal in the past when metal was in 
short supply, you might decide that that is a more reliable source, or 
you got more benefit from doing business with them because of their 
research program, or for an infinite number of reasons. All metal 
isn’t sold by the one that can necessarily furnish it at the lowest price. 

Mr. Yates. In 1955 the price of copper was at a peak, wasn’t it, as 
I remember ? 

Mr. Parkinson. Yes. 

Mr. Yates. The price of all metal had gone up ? 

Mr. Parkinson. Yes. 

Mr. Yares. The price of copper is not at that peak any longer? 

Mr. Parkinson. No. 

Mr. Yares. Aluminum was at 22 cents, I believe, in 1955. I think 
there was a dispute between Mr. McConnell, of Reynolds, and myself 
as to whether it was 22 or 22% cents at that time, but regardless of 
that fact, it is now 26 cents, and copper is way down. And we know 
that the demand for aluminum is much below what it was in 1955, yet 
the price is higher. I gather the impression from your answer a few 
moments ago that you thought that aluminum was like the other metals 
in having its peaks and valleys in accordance with supply and demand. 
Now, this would seem to negate that, wouldn’t it ? 

Mr. Parkinson. No, I think in time it will. 
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Mr. Yates. What? 

Mr. Parkinson. I think in time that aluminum will react pretty 
much the way the other metals do. 

Mr. Yates. You mean it will go down? 

Mr. Parkinson. I don’t know whether it will go down or whether 
it will go up. 

Mr. Yates. Well, if it goes down, it will be going against history. 
As I remember the history of the price of aluminum, as it has been 
presented to this committee, I think it went down only once during 
the war, and since then it has had a gradual rise. But this isn’t true 
of copper, it has had its peaks and valleys. 

Mr. Parxtnson. That is correct. And I would say the same thing 
was likely to happen in the future with aluminum. 

Mr. Yates. The range of aluminum peak prices, starting with 1950, 
when it hit 18 cents, has been progressively upward. In 1950 it was 
18 cents; August 4, 1952, it was 19 cents; January 23, 1954, it was 
1914; July 15, 1953, it was 20 cents; August 5, 1954, it was 2014 cents; 
and January 13, 1955, it was 2114 cents; August 1, 1955, it was 2214 
cents; March 29, 1956, it was 24 cents; August 10, 1956, it was 25 
cents; August 1, 1957, it was 26 cents. Does it follow the path of 
anper metals—does aluminum follow the path of other metals price- 
wise ¢ 

Mr. Parkinson. I think if you take a comparable period of time 
you can go back in most of the metals and find a period of that length 
when that same thing occurred. You certainly can in lead and zine 
and copper. It is true that you have had a period in the last 20 years 
or so on aluminum that has been somewhat different than it has in 
copper and lead or zinc, but there are very good reasons for that. 

Mr. Rren_man. I wonder if aluminum isn’t becoming a fast com- 
petitor to copper and other metals in the field of manufacturing ? 

Mr. Parkinson. Oh, yes. 

Mr. Rrextman. Wouldn't that have some effect upon the price of 
copper, the greater use of aluminum and substituting its use for 
copper ? 

Mr. Parkinson. Yes, I would say it would be a factor. 

Mr. Rresiman. Well, can you give us any idea as to what effect it 
has had so far. You are in the copper business. 

Mr. Parxtnson. I think I indicated to you that the best study that 
we were able to make would indicate that aluminum has cut the po- 
tential of copper approximately 12 percent. On the other hand, there 
are many new uses developing for copper. 

What we are headed for with the research that is going on in all 
these fields is something I couldn’t possibly predict. 

Mr. Rreutman. To what degree has this increase affected the price 
of copper ? 

Mr. Parkinson. Which increase? 

Mr. Rreniman. The increase in the use of aluminum. 

Mr. Parkinson. I don’t think very much. I think it has been a 
smal] factor to date. 

Mr. Rrenuman. What is the price of copper today ? 

Mr. Parxrnson. The price of copper from the primary eee 
in the United States is 25 cents, 23 cents for the custom smelter price, 
and the LME price in London is approximately 21 cents today. 

Mr. Rrentman. Do you have an idea of what it was a year ago? 
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Mr. Parkinson. Well, I don’t have it in mind, no; I couldn’t quote 
what it was exactly a year ago. 

Mr. RreutmMan. Counsel advises me, or at least he thinks that he 
recalls, that in 1955 there was some such a price as 65 cents a pound 
for copper. Do you have any idea of the factors that caused the price 
to be that high ? 

Mr. Parkinson. I don’t know anything about the 65 cents. 

Mr. Datmas. What was the world price in 1955 ? 

Mr. Parkinson. In 1955 the highest price that the domestic market 
got, I think, was 46 cents. No copper was sold over that that I am 
aware of in the domestic market. What it went for in the European 
market, because it was in short supply, it was at various premium 
prices, and I have no doubt that somebody might have paid 65 cents 
for some copper, and maybe somebody paid more than that, I don’t 
know. 

Mr. Yares. Does your company ordinarily charge what your com- 
petitors are charging for the products that you sell ? 

Mr. Parkinson. That is right. 

Mr. Yates. I have seen that in many apsects of the metal business, 
and I wonder why this is competitive rather than being noncompeti- 
tive. It seems to me that a competitive price would be one which seeks 
to be below the level of the price your competitors charge ? 

Mr. Parxtnson. I think the factors that go into cost and marketing 
for almost everybody are somewhat the same, I mean you can’t make— 
you couldn’t make aluminum and sell it for very much below the mar- 
ket and stay in business. That is the factor, I think, that makes most 
things that are sold in an industry to be sold at a price. 

Mr. Yates. Apparently the cost of making pig—and this of course 
is subject to some consideration—the cost of making pig on that theory 
is almost exact, your costs for making pig if they come out at about 
the same sales price would be about the same as other companies, and 
we know that it can’t be true, because you are buying aluminum from 
other companies rather than making it from your own bauxite ? 

Mr. Parkinson. There are times when you have factors so that your 
profit margin isn’t as much as it should be. You are not able to buy 
your raw materials at as cheap a price as somebody else. However, 
you work on that to try to ultimately buy those at a competitive price, 
so you can be competitive. 

Mr. Yates. Did your company check to see whether there is bauxite 
available? 

Mr. Parkinson. Oh, yes. 

Mr. Yates. Is there none available? 

Mr. Parkinson. Oh, yes. We have had bauxite deposits tied up 
ourselves. 

Mr. Yarres. Why do you buy aluminum rather than using the 
bauxite ? 

Mr. Parkinson. Because the construction of an aluminum plant 
to supply the requirements for a 60,000 electrolytic plant like we have 
at Columbia Falls isn’t economic, No. 1. No. 2 is that in order to 
develop in some of these inaccessible places one of these bauxite de- 
posits which require railroads, ships, loading and unloading facili- 
ties, just isn’t economic for our operation at the present time. And 
our work, as I have related, since 1914 has progressed to the point 
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that we believe there is a good chance that the approach we have made 
in the conversion of domestic clays to alumina to be perhaps the best 
approach for our company. 

Mr. Yates. How much does it cost—how much would it cost to con- 
struct the type of plant and the facilities that you say would be neces- 
sary in order to convert bauxite to alumina, so that it could be used 
in your primary process, how much of an investment would that re- 
quire ? 

Mr. Parkinson. You mean a plant large enough to supply alumina, 
90,000 of alumina, to our plant ? 

Mr. Yares. Yes. Of what order would that be? 

Mr. Parkinson. I would say somewhere around $30 million or 
better, possibly more today. 

Mr. Yates. Has your company found it more convenient more 
feasible to loan $17 million to Kaiser to obtain rights for alumina 
rather than making an investment for your own plant ? 

Mr. Parkinson. Yes, particularly inasmuch as we had the invest- 
ment in this clay to alumina, which will come in for the future. And 
the only way that we could get alumina for our plant at the termina- 
tion of the Reynolds agreement was to supply money to somebody 
in the alumina business to increase the planned capacity of their plant 
to an extent so that they could furnish their own requirements plus 
that our requirements were. 

Mr. Yates. What is a long-term contract as you use it on page 8? 

You say— 
All sales of primary aluminum are made through the Anaconda Sales Co., a 
wholly owned subsidiary, on the basis of spot orders and long-term contracts, 
all of which specify the sales price as that prevailing on the date of shipment 
as published in the American Metal Market. 

What are long-term contracts ? 

Mr. Parxrnson. A long-term contract as used there is anything 
from 6 months up, in other words, for a year, 2 years, 3 years, 4 years. 

Mr. Yares. Do you have such long-term contract with customers 
now ¢ 

Mr, Parkinson. Oh, yes. 

Mr. Yates. With any small business firms ? 

Mr. Parkinson. Oh, yes. 

Mr. Yarres. Have you broken down your customers as some of the 
other companies which have testified before us have done in terms of 
what they would qualify as small business? Can you tell us which of 
your customers, what portions of your sales goes to small business? 

Mr. Parkinson. No, I haven’t that information. 

(See letter dated April 14, 1958, from C. Jay Parkinson, general 
counsel, the Anaconda Co., appendix, p. 441.) 

Mr. Yares. When you say that you do have long-term contracts 
with small business, what small businesses do you have such long-term 
contracts with ? 

Mr. Parxrnson. I wouldn’t be prepared to tell you that. 

Mr. Yates. The reason that we are inquiring is that we have heard 
from other manufacturers that they don’t enter into long-term con- 
tracts with small-business people, not because they don’t want to enter 
into them, but because the small-business people don’t enter into long- 
term contracts. That is why I thought this was a unique situation. 
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Mr. Parxrnson. No, I think that that isn’t exactly a fact, and per. 
haps I have misstated it. Normally the very smalest business, the 
smaller orders do come in as spot orders, or just orders for a short 
term. I think our longer contracts are with larger companies, larger 
fabricators. I haven’t the list, I haven’t gone over it for some time, I 
mean those vary and change from time to time. We are in business of 
selling aluminum, if they want a long-term contract we would be 
happy to furnish them one. 

Mr Yates. You refer toa nonintegrated customer. What does that 
mean, on page 9? 

Mr. Parkinson. Customers other than those who are producers of 
primary metal. 

Mr. Yates. Customers other than what? 

Mr. Parkinson. Customers who do not have any primary metal 
production—or fabricators. 

Mr. Yares. Does that mean that you sell to the other primary pro- 
ducers? 

Mr. Parkinson. No. 

Mr. Yates. Then all of your customers will be nonintegrated, will 
they not, under that definition ? 

Mr. Parkinson. That is right. 

Mr. Yares. That is why I wondered about the distinction you draw 
between nonintegrated and sundry customers. What is the distine- 
tion between a nonintegrated and a sundry customer ?¢ 

Mr. Parxrnson. I have never been clear in my mind what noninte- 
grated exactly meant as used in the various reports that this committee 
has published. I had assumed that nonintegrated meant those who 
were not primary metal producers. The sundry customers; we have 
had customers where we have—well, for example, who have required 
a particular article from one of our fabricating plants and so on, and 
we have furnished that; that is what that has reference to. 

Mr. Yates. Well, all of your customers, then, are sundry customers, 
are they not? 

Mr. Parkinson. I would say so. That is just a semantic term. 

Mr. Yates. Does your table on page 9 include only pig and ingot, 
or does it also include semifabricated products ? 

Mr. Parkinson. It includes all of the sales of Anaconda Aluminum 
Co. 

Mr. Yates. Does this include both pig and ingot and semifabri- 
cated? Or just primary metal ? 

Mr. Parkinson. Just primary metal; yes. 

Mr. Yares. No sheet, no mill shaped, or anything like that? 

Mr. Parkinson. No. 

Mr. Yates. When Reynolds Metals Co. appeared before us, they 
stated they were essentially a fabricator, rather than a producer, of 
primary metal. Is this true of Anaconda, as well; are you essential- 
ly a fabricating company, or do you intend to give equal weight to 
both? Your statement indicates that you have bought up several 
fabricating plants. Do you propose to continue to buy fabricating 
plants, or will you concentrate on the production of primary metal! 

Mr. Parkinson. I would say that we would probably follow out 4 
program of doing both, just like we have illustrated here in the state- 
ment, and as we have done. We believe we should have outside cus- 
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tomers; we believe it is also essential, in order to operate your plant 
efliciently, to have a market for some of your production yourself. So 
we are both—we both sell prime metal, not only aluminum, but 
others, copper and otherwise, and we also fabricate it. 

Mr. Yates. You say on page 10. “All of the sales in force”— 
ferring to the tables— 
were made in the form of pig, wire ingot, and sheet ingot. Consequently, we 
do not currently fight with extruders, casters of alloys or foundry ingot. 

Does that mean that you will not compete with them in the future? 

Mr. Parkinson. No. 

Mr. Yates. You contemplate you will? 

Mr. Parkinson. Yes; we are building a very large mill in Terre 
Haute, Ind., which will be in production by the first of the year, and 
that will be equipped to make all of those products. 

Mr. Yates. Is it more profitable to fabricate aluminum or to sell 
primary metal—I should say: Is it more profitable to sell fabricated 
products than primary metal? 

Mr. Parkinson. Well, I would say, generally—that is a difficult 
question—generally, it is more profitable. 

Mr. Yates. The other witnesses from the other companies who 
have appeared before us have not found it difficult at all; in each 
instance they have stated that it was more profitable to sell fabricated 
products. 

Mr. Parkinson. I would say, generally, it has been true. If you are 
selling a fabricated article in competition, however, and you have to 
sell it in competition at too low a price, you would probably be better 
off to sell your Sranery metal at a profit. So there are exceptions to 
every general rule. 

Mr. Rientman. On the bottom of page 10, I note that the witness 
refers to “We have no hot-metal contracts, as we have previously 
advised this committee.” 

Are you anticipating entering into hot-metal contracts? 

Mr. Parkinson. No; not in the foreseeable future, because there 
are no markets or facilities that would lend themselves to doing that 
at: our Columbia Falls plant; that is the only plant we have up in 
Montana. 

Mr. Rrentman. What is your opinion of these hot-metal contracts ? 

Mr. Parkinson. Frankly, I know very little about them; we have 
never dealt in them, and have never gone into the subject. 

a Rren_tMan. Have never given it any serious consideration at 
all ? 

Mr. Parkinson. Have never been approached by anybody in con- 
nection with it. 

Mr. Rreutman. You know this committee has been discussing them 
for some time ? 

Mr. Parkinson. Yes. 

Mr. Rrentman. And you haven’t come to any conclusion at all? 

Mr. Parxrnson. Well, with respect to what? What kind of a 
conclusion ? 

Mr. Rrenuman. As to what advantage those who are producing hot 
metal would have over others that are not able to produce hot metal. 

Mr. Parkinson. I would assume that, if you could buy your metal 
hot at a cheaper price than you could buy it in ingot form and have 
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to melt it and make it hot in a foundry or to extrude, you would ob. 
viously be better off. 

Mr. Rreutman. What effect do you think—if this spreads to other 
industries and it spreads into your own, what effect is this going to 
have on the small fabricators? 

Mr. Parkinson. I would think that the small fabricators would 
be hurt by it. 

Mr. Yates. Page 13 of your statement 

The principal competition of domestic aluminum in the United States market 
is, of course, from Canada. 

What form does this competition take? The price is the same 
as the price you charge and the other companies charge, is it not? 

Mr. Parxtnson. The principal metal that we have coming in from 
any foreign source simply comes from Canada. That is all that state- 
ment is intended to represent. 

Mr. Yates. Oh—it means that you have competition from the Ca- 
nadian sources. 

Mr. Parkinson. They are selling in this large market—sell large 
tonnages in this market. 

Mr. Yates. Well, there is no price competition, is there ? 

Mr. Parkinson. You mean do they sell at the same price in this 
market as we do? 

Mr. Yates. Yes. 

Mr. Parkinson. It is my understanding that they do. Whether 
wey have any exceptions to that, I do not know. I am not aware 
of any. 

Mr. Yates. There is no price competition, then ? 

Mr. Parkinson. Not so far as I am aware. 

Mr. Yates. Does your company ever give discounts, or do you sell 
only at the published price ? 

Mr. Parxrnson. All of our metal is sold on the American metal 
market price. 

Mr. Yates. You never sell for less ? 

Mr. Parkinson. No, we have not. The only times that we have 
sold for less is when you start up an aluminum plant or you have had 
a line down, and you start it up again, for a period of time you produce 
an off-specification or below-specification metal. In other words, it 
won’t meet standard specifications. Rather than to just hold that, 
you do sell that to those who can utilize that type of metal for cer- 
tain purposes, and I think generally in the trade that is sold at a lesser 

rice. 
. Mr. Yates. Well, that is not the published price, then, because 
the published price is for metal of a particular 
r. Parkinson. That is correct. 

Mr. Yates. Does your company buy scrap, aluminum scrap? 

Mr. Parkinson. No. We treat some small amount of scrap from 
our own subsidiary, the Anaconda Wire & Cable Co., and we melt it 
for them on toll. P 

Mr. Yates. Do you have toll arrangements with other companies 
than your own? 

Mr. Parkinson. No, we have not. 

Mr. Yares. Are any of the foreign countries other than Canada 
selling in our market at all? 





ALUMINUM INDUSTRY 253 


Mr. Parkinson. I believe there has been some Japanese metal 
offered on the Pacific coast, or at least I have heard there was. 

a Yates. At the published price or lower than the published 

rice 
' Mr. Parkinson. That, I don’t know. But my informant indicated 
that was below the domestic price. 

Mr. Yates. Below domestic price? 

Mr. Parkinson. Yes. 

Mr. Yates. Well, if the Japanese sell substantial quantities at be- 
low the current price, will your company’s price come down to meet 
that price ? 

Mr. Parkinson. I suppose if it breaks the market, we will. 

Mr. Yates. If it breaks the market. Well, it only breaks the market 
when your company’s price comes down, doesn’t it ? 

Mr. Parkinson. Well, actually the amount offered by Japan on 
the domestic market has been a very small amount. It has had no 
significance in connection with the price. We are not enough of a 
factor in the aluminum business, Mr. Yates, to set the domestic price. 
We sell at a competitive price, which means that the price that 

Mr. Yates. We are getting into trouble again—when you talk about 
selling at a competitive price. I would certainly think you were sell- 
ing at a noncompetitive price. 

Mr, Parkinson. By competitive price, the way that I am using 
it, that is a price at which the primary producers and so on sell their 
metal, or the principal metal is sold. 

Mr. Yates. Why do you call that a competitive price? 

Mr. Parkinson. Well, we have to meet that competition. If they 
lower the price, we have to meet it in order to sell our metal. If they 
raise it, we need that increase because our wages, our costs, our trans- 
portation, and everything are going up. 

Mr. Yates. But if they don’t move the price at all, then you don’t 
compete, do you ? 

Mr. Parkinson. Yes, we sell at the same price they do. We com- 
pete for the market. 

Mr. Yates. We lawyers would call that a non nequitur, I think, in 
this. Competition in price, to my mind, seems to connote a movement 
of the price. 

Mr. Parkinson. Oh, I see. Well, your mind works different, Mr. 
Chairman, than mine, on that. 

Mr. Yares. I don’t know. I receive the impression that your mind 
works on a plateau basis, in terms of stability. And I like to think 
that mine, in terms of this price idea, has some flexibility. Competi- 
tion connotes a price established by the forces of supply and demand. 
Where you have a greater amount of metal than you can sell on the 
open market, ordinarily the price will follow the demand and will 
come down, as you have in the case of copper, for example, 

Now, apparently that is not true in the case of aluminum. Mr. 
Wilmot, of Alcoa, said he thought you had an administered price in 
this industry. I asked Mr. Davis that, and Mr. Davis had some hesi- 
tancy in accepting the term “administered price.” He preferred to 
think of it as a stable price. Whichever way you look at it—now you 
are thinking in terms of a competitive price. We all know that 
whatever name you give to it, apparently it is a level price, and that 
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there isn’t any movement, apparently, in accordance with thé: preg. 
sures of supply and demand. 

Do you agree with that ? 

Mr. Parkinson. Oh, I think that over the course of time obviously 
supply and demand will have a lot to do with the price. You hayg 
had a period in the past when it has been difficult to supply the de. 
mand. You are moving into a different period now, and you might 
have quite a different thing develop. I don’t know. I ase 
is one of those things you can speculate about all you want. And] 
don’t know the answer. As a matter of fact, whether it is an admin. 
istered price or whether the large producers set the price on some kind 
of a basis that I know nothing about—all I know is that it is our poli¢ 
to sell on the market price, on the published market price. We sell 
our copper that way, we sell our lead that way, and we sell our zine 
that way, and all the other metals that we produce. 

Mr. Yates. You state that your optimism for the industry is based 
on four factors, the third factor of which is the relative stability of 
= for primary aluminum metal and most semifabricated products, 

hat has been the history of this industry, stability of otal It has 
not veered with supply and demand ? 

Mr. Parxinson. Yes. And I think definitely a factor in the growth 
and success of the industry—in that engineering, planning, contracts 
for the delivery of material in the future, can be quoted on a price 
which cannot be done with some of the more volatile metals where 
the price fluctuates. 

For instance, practically all of the brass and copper alloys fabri- 
cated articles, it is almost impossible to get, except in Europe, a price 

uoted on delivery of, say, 3 months or 6 months hence, on that article, 
You have been able to in aluminum. And I think in planning, if you 
were going to make a wagon or you are going to make an automobile 
or whatever article you have in mind, that that is very definitely a 
factor that has worked in favor of the aluminum industry. 

Mr. Yates. Does this mean that insofar as Anaconda is concern 
our prices will met those of your competitors—in other words, wi 
be the same as those of your competitors in the sale of primary metal! 

Mr. Parkinson. When you say meet, that means to me we would be 
coppetuare with them; is that correct. 

r. Yates. Well, that is the same level by your definition, isn’t it! 

Mr. Parkinson. Yes; that is correct. 

Mr. Yates. Is this true of fabricated products as well? 

Mr. Parninson. Yes; that is correct. 

Mr. Yates. Your fourth point on page 15 states that, as another 
factor of optimism, the controlled attention of management in all 
branches of the industry, and all elements of product sale, backed by 
a comprehensive research and development program. What does 
“controlled” attention of management mean ? 

Mr. Parkinson. Well, actually, the consciousness of top mena 
ment in all phases of the business having in mind the end ts, 
namely, of sales. 

For instance, in lots of businesses and lots of industries, only the 
sales department are concerned with sales. I would say one of the in- 
novations that the aluminum industry and a few others have taney 
us is that all parts of the business, even the industrial relations de- 
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ent, the public relations department, the legal department, if 
you will, and all een of the company, if they are sales con- 
scious, and have product sales in mind and a definite coordinated and 
controlled program, that it bears results. 

And I think the aluminum industry has done a significant job 
in that respect. 

Mr. Yares. Thank you, Mr. Parkinson, for your help to the 
committee. 

As I understand it, you will submit to the committee the statement 
relative to the comparison of your mill costs with those of the other 
companies whose mill costs appear on page 185 of volume 153 of the 
Federal Supplement. And you also are going to indicate, or file 
a statement, which shows the form and the method by which the 
certificate for amortization was transferred. Also, a breakdown of 

ur customers to determine how many of them are small businesses. 
nterms of employees, if that is available. 

Mr. Parkinson. Small business in terms of employees? 

Mr. Yates. Number of employees of your customers, which has 
been the rule of the producers who have appeared before our commit- 
tee. The Small Business Administration Act defines small business 
asa firm which has less than 500 employees. 

If that is available, will you furnish that? If it is not available, I 
can appreciate the fact that you are just breaking into the field and 
you do not have the very close company relationships the other com- 

anies have. 

(See letter dated April 14, 1958, from C. Jay Parkinson, general 
counsel, the Anaconda Co., Appendix, p. 313.) 

Mr. Parkinson. I doubt if we would have how many employees 
anybody has. I would be glad to furnish such part of this informa- 
tion you have asked for that is available to us. 

Mr. Yates. Thank you. 

Mr. O’Connell, we are delighted to see you. Welcome to the com- 
mittee. We are very interested in what you have to say. Is it your 
wish to speak from your statement ? 

Mr. O’ConNELL. Yes. 

Mr. Yarrs. All right, you may proceed. 


TESTIMONY OF WALTER F. 0’CONNELL, OLIN MATHIESON 
CHEMICAL CORP. 


Mr. O’Connett. Mr. Chairman, gentlemen of the committee, my 
name is Walter F. O’Connell. I am senior vice president of Olin 
Mathieson Chemical Corp. in charge of its aluminum program and 
president of ORMET Corp., a corporation organized and jointly 
owned by Olin Mathieson and Revere Copper & Brass, Inc., for the 
production of primary aluminum. My associates and I are happy 
to be here and to have this opportunity to share with the subcommit- 
tee our thoughts and our hopes for the future of the aluminum in- 
dustry and the vital role to be played by small business in that future. 

Since this is our first appearance before the subcommittee it may 
be helpful for me to say a few words by way of introduction about 
our company and its interest in aluminum, Olin Mathieson is a di- 
versified manufacturing company creating, producing, and selling 
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products within the fields of chemicals, arms and ammunition, ex- 
re plant foods, drugs and pharmaceuticals, cellophane, paper 
umber, and metals. : 

Our industrial chemicals include organic and inorganic chemica 
and are manufactured at 18 plants throughout the country—in Vip. 
ginia, in Kentucky, in New York, in Louisiana, in Alabama, in Tex 
and other locations. Phosphate chemicals are produced at Joliet, Ill, 
Arms and ammunition, sold under the well-known Winchester and 
Western trade names, are manufactured at East Alton, IIl., and at 
New Haven, Conn. Explosives for commercial use are made at 
several locations in Illinois, Indiana, California, and other States, 
Our pesticides and plant foods, including “Amo-Phos” fertilizer com- 
pounds, are important to agriculture. Our drugs and pharmaceuti- 
cals, which we market under the E. R. Squibb & Sons label, are pro- 
duced at Brooklyn, N. Y., and at New Brunswick, N. J. <A group of 
products including Olin cellophane, polyethylene film, paper, and 
forest products are manufactured primarily in the Southern States 
but also in Illinois and Indiana. Nonferrous metals are fabricated at 
East Alton, Ill., and at New Haven, Conn. We are actively engaged 
in research and development of high energy and nuclear fuels at 
Niagara Falls, at Ordill, Ill., and in Connecticut. We have extensive 
international operation. We have approximately 40,000 employees 
and 64,000 stockholders. Of course there is much more that I could 
say about our company and its products, and we would be glad to 
answer any questions that the subcommittee may have concerning any 
of them. Incidentally, we have just produced a new and interesting 
brochure which I will deliver to each member of the committee at the 
end of this paper. 

Mr. Yates. We will be very happy to receive it. 

Mr. O’Connett. Our entry into aluminum is a product both of our 
own experience as a fabricator of nonferrous metals and of the Gov- 
ernment’s interest under the impetus of the Korean emergency in ex- 
panding aluminum capacity. This subcommittee will recall that the 
mobilization agencies, using the authority provided by the Defense 
Production Act of 1950, prompted several rounds of aluminum expan- 
sion. At the time of our participation it was a condition that the ex- 
pansion should be cotati if possible, without the use of Govern- 
ment financial assistance, whether through loans or market guaranty 
or stockpile contracts. Only accelerated tax amortization would be 
available. 

Olin Mathieson was a “natural” to participate in the Government's 
een. We had the metallurgical know-how which came from our 

istory as a fabricator of copper, brass, bronze and other copper base 
alloys. We had engineered, supervised the construction of, and op- 
erated Government-owned aluminum facilities during World War I. 
We were evolving an important new process known as Roll-Bond, 
using aluminum. 

We entered the program, and our only governmental assistance was 
in the form of necessity certificates for tax amortization covering part 
of the cost of the primary production facilities and supporting power 
facilities now under construction and, pursuant to the then-open 
aluminum fabrication facility goal, a necessity certificate with respect 
to a fabrication plant. 
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Since the issuance of the original certificates, there has been an 
increase 1n capacity not covered by accelerated tax amortization and 
the formation wth Revere of Ormet, a jointly owned subsidiary to 
construct, own, and operate the primary aluminum production facili- 
ties. ‘The major facilities are these: 

First, an alumina rat at Burnside, La., on the Mississippi River, 
owned by Ormet, which will have a capacity to produce annually 
345,000 tons of alumina. Bauxite for the plant will be purchased from 
an established supplier in Surinam under long-term contracts. The 
plant is scheduled to begin operation next month. 

Second, an aluminum reduction plant at Omal, Ohio, on the Ohio 
River, owned by Ormet, which will have a capacity to product an- 


nually 180,000 tons of a aluminum. This plant will consume 
rmet’s alumina plant. We expect to tap our 


the entire capacity of 
first metal shortly. 

Construction of the plant should be completed in 1958. Olin 
Mathieson has contracted to purchase from Ormet, at cost, 66 percent 
of its aluminum production, and Revere has contracted to purchase, at 
cost, the remaining 34 percent of its production. Supporting power- 
generation units at Cresap, W. Va., a short distance upstream on the 
Ohio River are also under construction. 

Third, an aluminum rolling mill at Omal, Ohio, at a site adjacent 
to Ormet’s aluminum reduction plant, which will have a capacity, 
depending upon product mix, to fabricate annually between 96,000 
and 120,000 tons of primary aluminum into flat or coiled rolled prod- 
ucts. This plant, which is owned and operated by Olin Mathieson, 
went into partial operation in October 1957, and is scheduled for com- 
pletion during 1958. 

Fourth, three oceangoing vessels, scheduled for delivery in 1959, 
to transport bauxite from Bevinan to the alumina plant, and a fleet 
of 30 barges and a towboat, all scheduled for delivery in 1958, to trans- 
port the alumina up-river to the reduction plant. 

In addition, Olin Mathieson is presently fabricating and will step 
up fabrication of primary aluminum at other facilities, including its 
extrusion plant at Gulfport, Miss., its wire and cable plant as Chat- 
tanooga, Tenn., the sheet, strip, and extrusion plant at Riverside, 
Calif., of Hunter Engineering Corp., a 51 percent owned subsidiary 
of Olin Mathieson, and the Olin Mathieson brass mill at East Alton, 
Ill, where Roll-Bond is produced. 

To complete the picture of our aluminum program, I would add 

that in association with French, British, and Swiss aluminum pro- 
ducers, we are a major stockholder in Fria, Compagnie Internationale 
‘pour la Production de l’Alumine, which is now constructing an alumina 
plant in French Guinea, West Africa. This plant, a part of which is 
expected to commence operations in 1961, will have an annual capacity 
of approximately 480,000 metric tons. Bauxite will be mined from 
the rich deposits adjacent to the plant site. 
_ The price of admission to the aluminum field is high. The capital 
investment required per ton of basic capacity is much greater for 
aluminum than for any other major metal. The total cost of the new 
facilities I have described will be in excess of $475 million, of which 
Olin Mathieson’s share is $325 million. And yet our share of primary 
metal is only about 5 percent of the national capacity. 
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This is who we are in aluminum and how we got there. Now asto 
where we believe the aluminum industry, including small business jg 
going: 

We are entering production at a time when the industry is con. 
fronted with important immediate problems, most notably an excegg 
of supply over demand. The extent of the surplus generated in 1957 
is suggested by a BDSA report which states that inventories at reduc. 
ae plants increased by over 80,000 tons during the first 10 months 
of 1957. 

As also reported in the BDSA publication, aluminum companies 
which hold market guaranty contracts “put” over 200,000 tons of 
aluminum to the Government during the first 9 months of 1957. A 
decline in the demand for durable goods, a slackening rate of plant 
and equipment expenditures throughout industry and the uncertain. 
ties in the general business situation may continue to hurt aluminum 
consumption in 1958. 

Despite the present oversupply, we are hopeful that with the aid of 
our aggressive sales effort now underway, Olin Mathieson will achieve 
a satisfactory percentage of the existing market. This conclusion is 
based, in part, upon the belief that our sales will be assisted by our 

resent position and reputation as a supplier of apaiity metal products, 

n 1957 we began a national advertising campaign directed to “Olin 
Aluminum.” A sales organization, with offices in the major aluminum 
consuming centers of the country, is nearing the end of formation and 
sales representatives have been calling on prospective customers for 
some months. Most of the individuals in this organization have had 
from 5 to 30 years of experience in the metals field. 

Looking beyond the immediate problems into the long-range future, 
we believe that the industry’s prospects are bright. Recent discov- 
eries of bauxite in various locations, including Africa and Australia, 
remove growth limitations caused by previous uncertainty with re- 
spect to a workable supply of the raw material. Through our partici- 
pation in the Fria project, we have secured the bauxite reserves 
needed for the additional capacity which may be expected to result 
from future growth. Furthermore, we are carrying out an explora- 
on, sore for additional bauxite reserves in many parts of the 
world. 

In addition to our own new facilities, other producers are now 
increasing their capacities, demonstrating that they share our faith 
in aluminum’s future. At its November 1957 hearings, this subcom- 
mittee heard estimates of aluminum consumption ranging up to 5 
million tons a year by 1965. Our own market research confirms, in 
general, the consumption estimates that have been submitted by the 
other producers to this subcommittee. But to reach the estimated 
levels, new demands for aluminum must be created. We believe that 
new uses for aluminum will be found and developed, including uses 
which have, in the past, been discouraged by reason of unavailability 
of supply. Each of the large producers, we understand, is working to 
develop new uses. Research has always been a cornerstone of our 
company’s growth, and we are now actively engaged in what we 
believe to be promising programs for new applications of aluminum. 

This subcommittee is already familiar with some of the fields in 
which aluminum is gaining acceptance. At its November hearings 
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it heard testimony on aluminum penetration into the passenger-car 
market. A recent issue of Missile Week states that virtually every 
missile now in production or under development includes aluminum. 
There have been important breakthroughs in the container and pack- 

ing fields, most notably in the production of aluminum cans, which 
will eventually be competitive with tin plate. 

The construction field, traditionally aluminum’s largest market, il- 
Justrates aluminum’s potential. The average new residential unit now 
utilizes from 30 to 40 pounds of aluminum. We hope that this can 
ultimately be increased to an average of 1,000 pounds per unit. “Cur- 
tain wall” construction, paneling for commercial, industrial, and 
residential buildings, roofing and siding sheet, including metal clap- 
board house siding, exterior and interior trim, hardware, windows, 
and doors are all areas in which aluminum is gaining new acceptace. 
Stepped-up road construction will increase sales of aluminum lamp- 
posts, signs, and railings. 

This reference to construction leads me directly to the question 
of the role of small business in the aluminum industry, for the storm 
windows, the shower doors, the drain gutters, the de wile the 
railings, and the thousands of other aluminum products used in con- 
struction are all handled, at one stage or another, by small businesses. 

Our position on small business is simply this : We expect small busi- 
ness to be our best and our largest group of customers, and we need 
them. We would like this subcommittee to know what we are doing to 
aid their prosperity, and thus our own prosperity. 

First, our dtallirvical Research Division in New Haven, Conn., 


composed of researchers knowledgeable in aluminum technology, is 


directing its efforts to the creation of new uses for aluminum in which 
small business will participate as the ultimate fabricator and adaptor. 

An illustration of their efforts is in the progress now being made to- 
ward the development of a number of architectural paneling systems. 
We foresee the time when a whole new industry—whether made up of 
lumber yards, contractors, or other—will be able to assemble and con- 
struct small buildings and private homes out of the components we are 
developing. 

There are a large number of small businesses already engaged in 
aluminum store front assembly, and our research into architectural 
eurtainwall will aid them importantly. 

Other examples are the work we are doing in the development of a 
commercially feasible aluminum boat trailer and in small-boat design. 

Much of our research is creating new products for small businesses 
who could not have afforded such research on their own, but I would 
make clear that research is a two-way street, and that we, in turn, have 
benefited from research carried on by forward-minded small-business 
men. Examples of new uses for aluminum created by the research of 
progressive small businesses include a specially designed aluminum 
strip for edging flowerbeds, an aluminum “six-pack” which now com- 
pees with cardboard beer containers, aluminum pails, nails, and lamp 
sockets. 

Second, a substantial research and development budget is bein 
spent in efforts to solve the particular kinds of problems which fabri- 
cators of the small-business class encounter, particularly in the areas 
of product design, of forging, including fastening and chipless form 








260 ALUMINUM INDUSTRY 


techniques, of bolting, including welding, brazing, and soldering, and 
of finishings, such as anodizing, lacquer coats and painting. Success in 
these efforts will enable small business, on its own, to adapt aluminum 
for many new uses and will win new acceptance for their products, 

In these cases, as in the case of more basic research, we have directed 
our services to benefit small-business men who could not, in the main, 
have financed such research on their own. Our larger customers fre- 
quently do not require such services for they are able to do it for them- 
selves. 

Third, our technical services stand behind all of the semifabricated 
aluminum we sell to small business. We are organizing 12 major 
district sales offices throughout the United States, each of which will 
have a resident field engineer. These resident field engineers, backed 
up by acentral production engineering group will always be available 
to assist our small-business customers with technical know-how and 
information. 

Fourth, we are establishing a nationwide network of Olin Mathieson 
aluminum distributors, each of whom will be an independent small- 
business man in his community. 

This program will benefit both the small businesses who are ap- 
pointed as distributors and those whom they will serve. It will con- 
centrate particularly en the smaller consumers of semifabricated 
products who we expect will consume a large part of our produc- 
tion. These distributors are as important a part of our sales effort 
as are our salesmen and will undergo training programs as rigid and 
complete as those for our own salesmen. At the present time our 
program is well underway. We have already begun to ship stocks to 
distributors from the initial production of semifinished sheet at our 
Omal mill. 

Fifth, we have started a nationwide advertising campaign to alert 
and inform small business that we stand ready to custom-tailor our 
aluminum to their specifications, with finishes and tolerances designed 
to meet individual production needs. We plan an even more specific 
campaign in the trade journals. 

I also have with me some of the ads which I hope you have seen. In 
case you have not, I will give each of the members a copy. 

Mr. Yates. They are very impressive. 

Mr. O’Connetit. We hope eventually to promote the products of 
small business as a direct tie-in to our own advertising. 

Finally, the commencement of operations at the aluminum reduc- 
tion plant increases the available supply of domestically produced 
pig, minimizes the likelihood of a supply shortage such as was preva- 
lent when this subcommittee investigated the market in 1955, and adds 
an element of fiexibility and mobility that should benefit small busi- 
nesses that purchase pig. We are, of course, an integrated producer, 
but the increased supply represented by ORMET’s production is a 
substantial one and gives rise to the expectation that we will have some 
pig available for many who need it. 

We are in the aluminum business to stay, and to sell. Many of 
the potential customers our sales representatives have been calling 
on are small-business men. As newcomers to the field, we appreciate 
the opportunity afforded by this hearing to make known that we are 
looking for customers, and we are grateful for anything this sub- 
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committee can do to help us find them among the small-business men 
of America. 

Service to small business is nothing new for Olin Mathieson. Our 
brass mill, where much of our matalernial experience has been ac- 
cumulated, is a traditional supplier of semifabricated products to 
many small-business men who Shasenitn our products into final form. 

e expect the same to be true in aluminum. We need the support 
of small business for our aluminum program to be successful. By in- 
creasing the available supply of both pig and semifabricated prod- 
ucts, by research and developmental nd’ technical services to small 
business, by sales, advertising and distributors’ programs geared to 
small business—we intend to merit that support. 

Mr. Yates. Thank you for a very excellent statement, Mr. O’Con- 
nell. Some of the members of the committee have to go to the floor 
for a few minutes, so the suggestion has been made that we recess 
at this time and come back at 1: 30, if that is satisfactory to you. 

Mr. O’ConnELL. Right. 

Mr. Yates. The committee stands in recess until 1: 30. 

(Whereupon, at 12:15 p. m., the hearing was recessed, to recon- 
yene at 1: 30 on the same day.) 


AFTERNOON SESSION 
TESTIMONY OF WALTER F. 0’CONNELL—Resumed 


Mr. Yares. I notice on page 4 you state the total cost of the new 
facilities will be in excess of $475 million, of which Olin Mathieson’s 
share is $325 million. How are you getting this money ? 

Mr. O’ConNELL. Most of the $325 million has been borrowed. 

Mr. Yarers. It has been borrowed—long term bonds or debentures 
or what ? 

Mr. O’Conne.t. Long term notes purchased by institutions, main- 
ly life insurance companies. 

Mr. Yates. What rate are you paying on it? 

Mr. O’ConneEtu. The bulk of the money is at 43gths. Some of the 
money is at 4 percent. Obviously these loans were arranged some 
time ago. 

Mr. Yates. Would it be better to arrange them now? Could you 
get a better deal if you arranged them now ? 

Mr. O’Connety. No. 

Mr. Yates. It would be worse ? 

Mr. O’Conne.t. Slightly. 

Mr. Yates. Who is putting up the difference between 325 and 475? 

Mr. O’ConnELL. The 475 includes the total cost of the Fria project, 
in which we have a 5314 percent interest. So that 4714 percent of Fria 
issupplied by others. 

Mr. Yares. 4614? 

Mr. O’ConnetL. I am sorry, 4614 percent of Fria is supplied by 
others. The Swiss-British-French partners. And also included in 
the 475, and excluded in the 325, is the Revere share. 

Those two contributions on the part of others make up the main 
difference between 475 million and 325 million. 

aor Yarers. Part of your 325 is going for Fria, you said—or all 
of it? 
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Mr. O’Connett. Part of the 325 is going for Fria. 

Mr. Yares. Is any of the extra 125 going to Fria? 

Mr. O’ConneELu. Oh, yes. 

Mr. Yates. Is the 475.million only for Fria? 

Mr. O°Connety. No. 

Mr. Yates. How much of the 475 is for Fria? 

Mr. O’Connetut. The total Fria cost is $109 million. 

Mr. Yares. And Olin will have 5314 of that, is that correct ? 

Mr. O’ConnELL. It is not quite correct. The French government 

articipates through loans to the extent of about $20 million, so that 
Olin’s share of Fria would be 5314 percent of 109 less approximately 
$20 million. 

Mr. Yates. The French Government is loaning $20 million? To 
whom is it loaning it ? 

Mr. O’ConneELL. Fria. 

Mr. Yates. What are the names of the French, British, and Swiss 
aluminum producers who will own the remainder of Fria? 

Mr. O’Connett. The British partner is British Aluminium. 

Mr. Yates. What will its interest be ? 

Mr. O’ConneEtu. Ten percent. The Swiss partner—I will have to 
furnish you that, it is a complicated name. 

(Mr. O'Connell subsequently advised that the name is Aluminium 
Industrie Aktiengesellschaft.) 

Wecallit AIAG. The interest is 10 percent. And the French part- 
ner is Pechiney and Ugine, the two French producing firms which we 
generally refer to as one. They have a 2614 percent interest in Fria. 

Mr. Yates. Do the foreign companies you have named have their 
own production plant now ? 

Mr. O’Connett. They do. 

Mr. Yates. Each of them does? 

Mr. O’Conne ut. Each of them does. 

Mr. Yates. And Fria will be used for the production of aluminum! 

Mr. O’Conneu. No, of alumina. 

Mr. Yates. Of alumina. The alumina will be distributed when 
produced to the British, to the Swiss, to the French, and to your com- 
pany, in the proportions of your ownership ? 

Mr. O’ConneELL. Correct. 

Mr. Yates. Will any of it be sold in any other market ? 

Mr. O’Connetx. Possibly, but it is not in the present plans. 

Mr. Yates. Is alumina sold on the open market now ? 

Mr. O’Connetu. In some instances; I think Anaconda’s arrange- 
ment is one of the few. 

Mr. Yares. Is that an open market ? 

Mr. O’Conne tt. No. 

Mr. Yates. That was rather a closed deal with Kaiser; was it not? 

Mr. O’Connetu. That is right. 

Mr. Yates. Do you know of any other instances of the sale of alu- 
mina other than by the sale by Kaiser to Anaconda? 

Mr. O’ConneLu. No, I am not familiar with the Harvey arrange- 
ments, and therefore can’t speak on that subject, but alumina does not 
sell in the market in the same sense that aluminum does, or any other 
commodity does. 

Mr. Yates. Will Olin be selling aluminum in the world market! 
Or should I say ORMET, which name should I use? 
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Mr. O’Connett. You should use “Olin,” because “ORMET” has all 
of its production sold already to the two sponsoring companies. The 
responsibility for the disposition of it, whether in pig or in fabricated 
production, is the responsibility of thetwo partners. : 

I must say at this time, in answer to some of the questions you might 
well ask, I will have to say I do not quite know, because, as I men- 
tioned in the statement, we expect to tap our first metal in 10 days or 2 
weeks, and this is with respect to 1 line of 5 lines. And so it will be 
many months really before we have a real flow of metal from ORMET, 
so that we are really in the position of being a producer of pig. 

Many of these questions as to whether or not we would sell abroad 
have not yet been resolved, frankly. ; 

Mr. Yares. If you do sell either abroad or domestically, will you 
sell at any price other than the public price ? 

Mr. O’ConneELL. No. 

Mr. Yates. Is there a reason for that? 

Mr. O’ConneEtt. Yes, I think there is. 

Mr. Yates. Would you tell us what the reason is? 

Mr. O’ConneE.u. Well, we obviously could not sell one pound of 
aluminum at a price higher than the published price, and we could not 
afford to sell—— 

Mr. Yates. Why could you not sell above the public price? 

Mr. O’ConneELL. Because no one would buy it. 

Mr. Yates. And you think the price is really determined, in contrast 
with the witness from iuasuaded The witness from Anaconda testi- 
fied that even though he cut the price by 1 cent, that would not increase 
their sales. 

Mr. O’ConneE LL. I had not gotten to cutting the price. 

Mr. Yates. You say that as you go up 1 cent, you do not anticipate 
that this will attract customers? 

Mr. O’Conne tt. Obviously not. 

Mr. Yates. Is the converse of that true? Suppose you cut the price 
lcent. Would you attract customers ? 

Mr. O’Connetu. Before I make the supposition, I must say that 
from our knowledge of the aluminum industry, we simply could not 
afford to sell the metal any cheaper than the published price. 

Mr. Yates. Why not? 

Mr. O’ConnetL. For a large number of reasons. Anything lower 
than the published price would, in my judgment, provide a completely 
inadequate return on the large investment made in the aluminum 
facilities. 

Mr. Yates. If Alcoa or Reynolds decided to cut the price by 1 
cent, would you follow suit ? 

Mr. O’ConnELL. We would have to, because if we did not, we would 
be in the position again of offering metal at 1 cent over the published 
price, and we would sell absolutely none. 

Mr. Yates. And if Alcoa and Reynolds wanted to drive you out of 
business, according to your previous statement, inasmuch as you have 
a low profit factor, all they would have to do is cut the price by 1 cent 
or 2 cents? 

Mr. O’Conne L. I suppose if this continued, our company would 
end up out of business, although we have a rather substantial earning 
capacity other than aluminum. 
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Mr. Yates. Are you familiar with your mill costs? 

Mr. O’ConneEt. Our mill costs are simply a set of figures which our 
cost people, engineering people, operating people, estimate it will cost. 
_ Mr. 2 Ame. I think that is probably true with all the companies; 
is 1t not ¢ 

Mr. O’Connett. No. I think all of the other companies have exact 
accounting records of what it actually costs. 

Mr. Yates. You are not yet in that position ? 

Mr. O’ConnELL. Our production will start. 

Mr. Yates. Yes; I know that. 

Mr. O’Conne tt. In 2 weeks. 

Mr. Yates. You do not know what your mill costs are anticipated 
to be? 

Mr. O’ConneEtL. They are simply estimates. 

Mr. Yates. Could you tell us whether the estimates approximate the 
mill costs which are listed on page 185 of volume 153 of Federal Sup- 
plement Report ? 

Mr. O’Connett. Not without considerably more information. I 
would have to know precisely what has been included in the so-called 
mill costs in that schedule. I am familiar with it, although I do not 
remember the cents per pound. 

Mr. Yates. Do they not agree to what is included in mill costs? 

Mr. O’Connett. I do not think so. 

Mr. Yates. Can you give us a list of what ORMET, what their 
mill costs involve? 

Mr. O’ConneELL. Yes. 

Mr. Yares. Could you give us a list of items ORMET includes 
in mill costs without giving us a percentage of each ? 

Mr. O’Connett. Yes. It would be in the broad categories of raw 
material, labor, and manufacturing burden. 

Mr. Yates. The overhead burden ? 

Mr. O’ConneEtL. Yes, the factory overhead burden. 

Mr. Yates. Do not the other companies include these costs, too ? 

Mr. O’Connett. I do not know, and that is why I made the state- 
ment I did. But to make a comparison, you would have to go beyond 
these figures, it-would seem to me. 

Mr. Yates. Well, in the items as they are listed on page 185, they 
show that for these companies there are the raw material costs, the 
power costs, and the manufacturing costs. 

Mr. O’Connett. I think there would be no question about the raw 
material or the labor costs, but in manufacturing costs, I think, de- 
pending upon the way the books are kept and the cost accounting 
theories followed by the various companies, you could have a dif- 
ference. 

Mr. Yates. It is interesting, however, that the Government saw fit 
to include the comparison between Alcoa, Reynolds, and Kaiser on 
the basis that they had the same type of costs that went into mill costs. 
Are you suggesting that ORMET does not have the same basis ? 

Mr. O’Connetx. Well, what I am trying to say, I think, is I do 
not know what particular elements of costs have been included in 
that particular mill cost, and therefore I would not know which one of 
our items, of course, should be included, especially in manufacturing 
overhead, in order to be strictly comparable. 
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Furthermore, we are dealing today entirely with estimates. And 
it would be some considerable time after we had achieved normal 
operations, shall we say, that any of our costs would be realistic. 

When a complicated set of facilities like a potline commences pro- 
duction, it is normal for the quality of the metal to be somewhat below 
standard until the line gets broken in. The efficiency with which the 
line operates is dependent to a large extent upon the ability of the 
operators to operate efficiently. We will commence largely with green 
crews, who will improve, we hope, in efficiency as we go down the 
months. 

Mr. Yates. Perhaps we should defer further questioning on this 
until ORMET has had a chance to operate. 

Mr. O’Connetu. I would think so; I would think anything that is 
said now would be pure speculation. 

Mr. Yates. Perhaps that is true. Would you put in the same realm 
of speculation your statement that you anticipate that there will be 
this very low profit factor between your costs and sales price at 26 
cents ? 

Mr. O’ConneEtu. Yes, naturally, since the price, the selling price is 
fixed and the cost is something we will not be sure of until we have 
achieved it, the balance should be considered also speculative. 

Mr. Yates. Do you contemplate that you will make a profit in selling 

ig? 

Let me ask this question first: At what price will ORMET sell the 
primary metal to Olin Mathieson and to Revere ? 

Mr. O’Conneti. As I said in my statement, it is sold at exactly 
ORMET?’s cost. 

Mr. Yates. At ORMET’s cost. You do not know what their cost is? 

Mr. O’Connett. This is the same cost we have been discussing for 
the last several minutes. 

Mr. Yates. The cost we were discussing was only the mill cost; 
ORMET, I assume, when it sells to both of your companies will also 
include some of the administrative expenses ? 

Mr. O’ConnELL. Yes, indeed. 

Mr. Yates. So it isnot the same costs we are talking about ? 

Mr. O’ConneEtt. But the largest part of the costs we are now talk- 
ing about 

Mr. Yates. What portion will that cost be of the total? 

Mr, O’Connett. I think we are back to the same subject, but as 
woo 

Mr. Yares. We are not really back to the same subject. We are 
talking about a distribution of costs rather than a quantity of costs 
here. I am asking now, what percentage of the total cost at which 
ORMET will sell to Olin and to Revere will mill costs represent ? 

Mr. O’Connetu. I would have to do some studying to give an 
exact 
me Yates. Will you speculate, subject to correcting it at a later 
time ¢ 

Mr. O’Connetu. I would say that my guess would be that the mill 
cost would comprise close to 75 percent. 

Mr. Yates. Close to 75 percent. 

Mr. O’Connetu. Of the total cost, under this particular setup as 
we interpret good cost accounting. 
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Mr. Yates. I appreciate the fact that this is a speculation at this 
time, and if you want to correct. this record at a later time, after you 
have given it greater consideration, why, I am sure it will be all right 
for you to doso. 

Mr. O’ConneLL. Fine. 

Mr. Yates. How did it happen that you went inte business with 
Revere? Was it because Revere had a certificate of necessity ? 

Mr. O’ConneExt. Revere did not have a certificate of necessity. 

Mr. Yates. They did not have. Does ORMET have a certificate of 
necessity for the construction ? 

Mr. O’ConneE Lt. It has a certificate of necessity which covers 60,000 
tons of 180,000 tons. 

Mr, Yates. And is that the extent of all the certificates of necessity 
that are involved ? 

Mr, O’ConneLt. No. There is an additional certificate of necessity 
covering a portion of the alumina facility, and there is a certificate of 
necessity covering 1 of the 2 power generating units being built at 
Cresap, W. Va. 

Mr. Yates. The alumina facility to which you referred is Fria ? 

Mr. O’ConneE.L. No. 

Mr. Yates. Is there another alumina facility anywhere? 

Mr. O’Connetu. There is, at Burnside, La. 

Mr. Yares. And what is the extent of that? Is that referred to in 
your statement ? 

Mr. O’Connet. Yes. 

Mr. Yates. And the extent of that certificate, the amount of that 
certificate is referred to in your statement ? 

Mr. O’Conne tt. It is not referred to in the statement. The plant 
is referred to in the statement. 

Mr. Yates. Would you give us that? 

Mr. O’ConneLt. A portion of the alumina facility is covered by a 
certificate of necessity. 

Mr. Yates. Do we know the amount of the alumina facility? 

Mr. O’ConnELL. We do, but I am not sure—if I could put my finger 
on it, I would be happy to furnish that. We have that information 
accurately. 

Mr. Yares. And then there is a third 

Mr. O’Conne.t. One of the 2 power units, 1 of the 2 power generat- 
ing units is covered by a certificate of necessity. 

Mr. Yates. To whom was the certificate of necessity which ORMET 
noy owns issued originally, to ORMET? 

Mr. O’Connett. No. It was issued originally to Olin Mathieson. 
And with the permission of the issuing authority, it was transferred 
from Olin Mathieson to ORMET. 

Mr. Yares. Did Olin also receive the certificates for the construc- 
tion of the other units? 

Mr. O’Connety. Yes. I refer to the set of certificates. 

Mr. Yares. Is Revere a subsidiary of any other corporation ? 

Mr. O’Connett. Not to my knowledge. I would say a substantial 
stock interest in Revere is held by American Smelting & Refining. 

Mr. Yares. Has there been a 50-50 investment in ORMET by Re- 
vere and by Olin? ; 

Mr. O’Gonnetx. Yes, as far as equity is concerned, the contribu- 
tions are 50-50. 
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Mr. Yates. How does it happen that you have a two-thirds and one- 
third ratio of delivery of the aluminum produced at cost? 

Mr. O’Connewu. Well, the entire transaction with Revere was one 
of rather long negotiation. We were interested in going into the 
aluminum. business, we were well along our way into it. Revere was 
also studying the possibilities of going into aluminum. 

I think it is safe and fair to say that we were much farther along 
in our program than they were, and the 50-50 equity and two-thirds 
and one-third division of the metal is simply a negotiated, arms length 
transaction which was quite satisfactory to both sides. 

Mr. Yares. It is interesting that you have that sort of an arrange- 
ment, when each of the parties contributes an equal share, that they 
consent to a distribution of their products on a two-thirds and one- 
third basis. Certainly Revere is in a position to use as much as Olin; 
is it not ? 

Mr. O’Connett. That would depend upon the size of their fabricat- 
ing facilities, and their ability to move metal, or what they believe 
is their ability to move metal. 

Mr. Yates. We are a little puzzled by this unique arrangement that 
you have with Revere, because apparently there is no distribution of 
profit ; there is just a distribution of output. 

Mr. O’ConneEtu. That is correct. 

Mr. Yates. Does your contract provide that Revere may get a 
greater portion of the output later ? 

Mr. O’ConnELL. No; the contract provides for no more than the 
present share of the present capacity for Revere and for Olin. There 
are arrangements in the agreement whereby if both parties choose to 
add to the present facilities, that they could be added, so that the 
ORMET vehicle could be used for expansion of facilities. 

Mr. Yates. I see. Does either Revere or American Smelting & Re- 
fining have a substantial stock interest in Olin? 

Mr. O’Connett. They have no interest at all in Olin. 

Mr. Yates. It is still a very unusual arrangement, where you have 
a 50 percent contribution by each of the parties and a two-thirds and 
one-third distribution of the products. 

Mr. O’ConneELL. Yes. May I say this: It is not quite as unusual 
as it seems. The ORMET corporation was financed largely on bor- 
rowed capital. The borrowings were collateralized by supply con- 
tracts from Olin and from Revere. So that by virtue of Olin taking 
two-thirds of the output of ORMET, to the extent that ORMET’s 
funds are borrowed, Olin is really supportin two-thirds of the debt 
and Revere, one-third of the debt. So that the disparity, if any, be- 
tween two-thirds and one-third on take, and 50-50 on contribution of 
capital, is limited only to the equity portion of the ORMET capital 
structure. 

Furthermore, Olin has an option for a 25-year period to purchase 
from Revere at its cost one-sixth more of the stock, bringing the equi- 
ties in line with the take arrangement. Whether we will exercise 
that option or not is something we will decide in the future. 

Mr. Yares. In your statement on page 3 you say that you will pur- 
chase bauxite from an established supply in Surinam under long-term 
contract. This is not another producer, is it? 

Mr. O’Conne.L. This is a miner. 

Mr. Yares. But this is not one of the other producers ? 
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Mr. O’ConneEtt. No. This is a Dutch company which has been in 
the mining business for many years, and owns these reserves and 
mines them, and we buy the bauxite, bauxite placed on board ship. 

Mr. Yates. You have an aluminum rolling mill at a site adjacent 
to Ormet. Do you intend to'go into the hot metal] business there? | 

Mr. O’ConneELL. Well, since our mill is adjacent to the ORMET fa- 
cility, and since we must have recasting facilities that a rolling mill 
normally needs, we will cast into rolling ingots from hot metal. 

Mr. Yates. How will delivery of the hot metal be made, by truck 
the same as General Motors, rather than just shooting it by trough 
or some other way ? 

Mr. O’ConnELL. I assume so, it would be in a vehicle of some sort, in 
some kind of a hot crucible. 

Mr. Yates. Then you intend to go into the hot metal business too, 
for you own purposes. 

Mr. O’ConneE tt. For our own purposes. 

Mr. Yates. What about other companies, do you intend to enter 
into hot metal contracts with other companies? 

Mr. O’ConnEtL. We have been approached as to our interest in a 
hot metal deal, and since our plans at the time call for an approxi- 
mately balanced primary fabrication setup, we stated that we didn’t 
have any interest. As to whether or not we would consider a hot 
metal deal in the future I think would depend upon the circumstances 
at the time and the quantities and would be looked upon as a completely 
separate proposition. It may be of interest and it may not. 

I might say here also that we have so much ahead of us now to 
accomplish in the next year or so that we are not looking for any 
new problems. 

Mr. Yates. Who approached you with reference to the hot metal 
deal? Did you say that somebody approached you, or you approached 
somebody else ? 

Mr. O’Connetxi. No, we have been approached. 

Mr. Yates. When were you approached ? 

Mr. O’Conne -. I think it was in the summer of 1956. 

Mr. Yates. Who approached you? 

Mr. O’Connetx. One of the large automobile manufacturing com- 
panies. 

Mr. Yates. Either Ford, General Motors, or Chrysler; which of 
them ? 

Mr. O’ConneEtu. General Motors. 

Mr. Yates. Were you then in competition with Reynolds for the 
hot metal contracts ? 

Mr. O’Connett. I don’t think so. This was not the same sort of a 
thing that you might imagine. We were going into the aluminum 
business, and everybody knew it, and we were simply asked whether 
or not we could have any interest in a hot metal deal. The details of it, 
the quantities, the prices, and so forth, we didn’t even get to discuss, 
because, as I said. 

Mr. Yates. How far did negotiations go? 

Mr. O’ConnELL. One conversation. 

Mr. Yates. One conversation? And you indicated that you weren’t 
interested in going into the deal ? 

Mr. O’Connett. That is right. 
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Mr. Yates. At any price? 

Mr. O’Connetu. Well, I believe I said at the time, we were not 
interested in seriously discussing a hot metal deal at that time, that 
we had our plans fixed, and so much to do that we couldn’t consider 
anything else at that time. Whether that opportunity is still open or 
not I don’t know. 

Mr. Yates. Do you have any contracts to furnish metal with any 
of the other automobile companies now ? 

Mr. O’ConnELL. We do not. We hope to sell the automobile com- 
panies fabricated metal. 

Mr. Yates. Fabricated production ? 

Mr. O’ConnELL. Sure. 

Mr. Yates. You won’t sell them primary metal ? 

Mr. O’ConneLt. No. Our hope, as I have stated here, is to have a 
balanced facility of bauxite through to the semifabricated products, 
and to sell the semifabricated products to, among others, the auto- 
mobile companies, I would hope. 

Mr. Yates. Is there a greater profit in prospect for Olin through 
the sale of fabricated products or through the sale of primary metal ? 

Mr. O’ConneELL. Well, to a large extent our fabrication costs are 
in the same state as our primary costs. 

While the mill has been operating since October, it has been operat- 
ing on a small set of cold mills, and the hot mills will not be in opera- 
tion until May or June of this year, and we generally consider 1958 
the year of completion of the rolling mill as well as the primary plant. 
Therefore, as to the cost of fabricating from pig to semifabricated 
rolled products, for instance, we have a set of estimates, projections, 
so that costs from our plant will be somewhat meaningless until we 
have operated for a considerable period of time under normal circum- 
stances. 

Mr. Yates. You have indicated, however, that you intend to go 
from bauxite to the semifabricated stage. Apparently you don’t in- 
tend to stop merely with the sale of primary metal, therefore you 
must find the prospect of selling semifabricated forms profitable, 
more profitably than the sale of metal itself ? 

Mr. O’ConneELL. Yes. 

Mr. Yates. That was the question I asked you. 

Mr. O’Connetu. Well, I thought your question was, do you think 
there is more profit in the fabrication 

Mr. Yates. In the sale of fabricated products than in the sale of 
primary metal. 

Mr. O’ConnELL. Lam sorry. The answer to that question is that we 
very definitely think of fabricated metal. I thought you were com- 
paring the first part of the operation with the final part. I thought 
you were asking whether it was more profitable to be in the pig busi- 
ness than to be in the fabrication business, and not in the pig business. 

Mr. Yatrs. No—well, assuming that you will have the metal avail- 
able, it is still more profitable to be in the fabricating business, isn’t it ? 

Mr. O’ConneEtt. We think so. 

Mr. Yates. Do you know whether the other American producers 
have interests abroad as you will have in Fria ? 

Mr. O’Connetu. I do not know. 








270 ALUMINUM INDUSTRY 


Mr. Yates. Do you anticipate that you will sell in the foreign 
markets in competition with British Aluminium, the Swiss AIAG, and 
the French outfit, Pechiney Ugine? 

Mr. O’Connetv. Under our present plans, our first step in aluminum 
would be to market domestically with the production and the facilities 
that we have laid out and which are now nearing completion. Whether 
further down the road we find it wise or prudent to sell metal abroad 
in competition with these people, I do not know. 

Mr. Yares. Do you have any agreements with these people that you 
will not sell in other markets ? 

Mr. O’ConnELL. No, we do not. 

Mr. Yates. Does British Aluminium sell in the United States? 

Mr. O’ConneE ut. If they do it is in very small quantities. I don’t 
think they have any representation here. 

Mr. Yates. If I understand your previous answer to my question 
as to why you are selling at the published price, you state that you will 
have to sell at this price in order to break even or make a small profit. 

Mr. O’ConneE tt. I don’t think I used quite those words. I said that 
from our knowledge of the aluminum business we could not afford to 
sell at a price cheaper than the present published price. 

Mr. Yates. Is that because of the new debt structure that you have? 

Mr. O’Conne xt. It is because of a large number of factors that 
contribute to the cost of making aluminum to a large extent, including 
the huge capital costs required to get into the business. 

Mr. Yates. You talk about helping small business through the part 
three. Will that be helping small business which is engaged in the 
aluminum industry, or in other industries ¢ 


Mr. O’ConneE tt. In the aluminum industry. 

Mr. Yates. You will be engaging in competition with many of the 
fabricators in the aluminum industry, will you not, on the same basis 
as the other producers engaged in such industry ¢ 

Mr. O’ConneELL. I don’t think so, our policy is to stop with the semi- 
fabricated mill products. 

Mr. Yates. You will not go through with any finished products? 


Mr. O’ConneEtx. Not as I understand the finished product. We 
would sell the sheet aluminum, coil aluminum, extruded parts, and so 
forth. The one exception would be wire and cable, which goes directly 
to the consumer from our market. 

Mr. Yates. Do you have a contract yet with anybody, a long-term 
contract ? 

Mr. O’ConnE LL. To sell ? 

Mr. Yates. Yes? 

Mr. O’ConnELL. No, we haven't. 

Mr. Yates. On page 9 you make the statement finally— 


that the commencement of operations at the aluminum reduction plant increases 
the available supply of pig— 


and then you go on to say— 


we are of course an integrated producer, but the increased supply represented by 
Ormet’s production is a substantial one, and gives rise to the expectation that 
we will have some pig available for many who needed it. 


This is more in expectation than assurance, isn’t it ? 
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Mr. O’Connett. Yes, at this point it would be more in expectation. 

Mr. Yates. As of the moment you think you would be able to use 
most of your production itself ? 

Mr. O’Connetu. At the moment we believe that we will always be 
both a buyer and a seller of pig, as well as a producer and a large con- 
sumer of pig. 

Mr. Yates. Did I understand you to say that you propose to buy 
and sell pig? 

Mr. O’ConneEtu. No, not in the sense of a broker, if that is what you 
mean. 

Mr. Yarrs. I am trying to find out what you meant. I understand 
you to say that you intend to both buy and sell pig ? 

Mr. O’Conne tt. I meant that, in addition to our own manufacture 
through Ormet, our plans call for purchasing additional pig from 
other producers, and in addition to that, in addition to manufacturing 
into fabricated products, to the extent we have fabricating facilities, 
selling pig as well. 

Mr. Yares. Of course, this depends on the work in your fabricating 
facilities doesn’t it ? 

Mr. O’ConnELL. It depends on what? 

Mr. Yates. On the extension of your fabricating facilities, the buy- 


ing of pig? 

Mr. Cori. That is correct. 

Mr. Yates. Do you propose to buy scrap, too? 

Mr. O’ConneE tu. No, we don’t. 

Mr. Yates. You don’t think that Olin will enter the scrap market? 

Mr. O’ConneEtt. I think it is customary to purchase the scrap which 
is generated by the material you sell, and this is what has historically 
been done, we would buy scrap to that extent, but as far as purchasin 
scrap, that is not generated by our customers from our supply o 
material to them 

Mr. Yates. You will not purchase it on the open market ? 

Mr. O’ConnELL. We would not. 

Mr. Yates. Could you contemplate entering into toll arrangement 
with your customers ? 

Mr. O’ConneE.L. I think we should be further in the business before 
I answer that question. I understand that it is — common to pur- 
chase the pig generated from our own shipments by converting it back 
into a usable product, and this is simply the same as buying a cus- 
tomer’s generated scrap. 

Mr. Yares. Do you have a contract for the purchase of pig from 
any other producers on a long-term basis? 

Mr. O’Conneutu. Yes, we do. 

Mr. Yates. Which of the companies? 

Mr. O’Connett. With Aleoa, with Kaiser, with Alcan, and with 
Anaconda. 

Mr. Yates. Do you have other contracts for long-term purchases 
of pig with any producers? 

Mr. O’Connett. We do not. 

Mr. Yarres. Are those contracts priced at the published price ? 

Mr. O’ConneEtu. They are. 

Mr. Yares. Olin buys other metal, does it not ? 

Mr. O’Connetu. Not on a long-term basis. The other metal, im- 
portant metal that Olin uses, is copper. 
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Mr. Yates. You do not buy that on a long-term basis ? 

Mr. O’ConneEtx. Generally not. 

Mr. Yates. Do you pay the market price for that—do you pay the 
market price on the day of your sale, or does your contract provide for 
the fixed price ? 

Mr. O’ConneExtL. You are speaking of copper ? 

Mr. Yates. Copper. 

Mr. O’ConneELL. It is the day of delivery, as I understand it. 

Mr. Yates. Do you mean the published price on the day of delivery? 

Mr. O’ConneE tt. I think so; I am not too familiar with copper oper- 
ations as such, but my understanding is that copper is bought on the 
basis of the price in effect on the shipment date. 

Mr. Yates. Is this true of aluminum as well? 

Mr. O’Connetu. Our contracts provide for charging the market 
price on the date the material is shipped. 

Mr. Yates. Not the date it is ordered ? 

Mr. O’ConneE tt. It could be; Iam sorry. 

Mr. Yares. It might be a substantial difference. For example, if 
you ordered on one day, the price might go up to the time it was 
delivered ? 

Mr. O’ConneEtt. It could. I think it is the date of the fixing of the 
order. 

I might say, our aluminum contracts are exactly like any other alu- 
minum contracts the existing producers have. 

Mr. Yates. I must confess to finding the pricing arrangements for 
this type of contract to be unusual, in the sense that your producers fix 
their price—“establish their price” perhaps is a better expression than 
“fixing their price”—and the customers pay the price, whatever it may 
be, at the time that their seller fixes the price. Ordinarily, when you 
enter into a long-term contract, you state what the price should be. 
For example, in the contract that the Government recently entered into 
with Freeport Sulphur for the purchase of nickel, it was a price over 
a period of 6 years of 74 cents a pound. I don’t know which of these 
two contracts is the usual one, but I must say that this idea of fixing 
price at published price and then that price being set by the pro- 
ducer is an amazing arrangement. 

Mr. O’Connett. I would say the nickel contract was the unusual 
one. 

Mr. Yares. At a fixed price? 

Mr. O’ConneELL. Yes. 

Mr. Yates. You stated that your copper was purchased at the price 
on the date of order. 

Mr. O’ConneE tt. I think the day you ordered it, the day you buy it. 

Mr. Yates. Do the suppliers of copper establish a market price? 

Mr. O’Conne xt. I do not think I am qualified to answer that 
question. 

Mr. Yates. You make reference on page 8 to your larger customers. 
Would you tell us who some of your Smee customers are? You use 
the phrase “larger customers.” It is at the end of paragraph 7. 

Mr. O’Connetu. Where, sir? 

Mr. Yates. You have the second paragraph on page 8, the last sen- 
tence of that paragraph, you say: 


Our large customers frequently do not require such services, for they are able to 
do it for themselves. 
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What companies do you mean by that ? 

Mr. O’ConNELL. By this we would mean an industrial customer who 
is a consumer, a large electrical company, a large automotive company, 
that sort of a company rather than the smaller fellow who takes your 
product and further forms it and makes an end product and dis- 
tributes it. 

Mr. Yares. Is molten metal a different product, if it has the same 
chemical composition as the solid product ? 

One of the discussions we have had with people in the aluminum 
business in earlier sessions—you may familiarize yourself with it 
by reading the transcript—is whether molten metal of a certain chem- 
ical content is different than pig. What is your feeling about it? 

Mr. O’Connett. I do not think I have given it very much thought, 
because the discussion I had outside of the company on hot metal was 
a very short one, and it did not fit into our plans at that time. Our use 
of hot metal is simply from one of our plants to another of our plants, 
and we just do not go through an unnecessary operation as we are 
geographically situated. I really do not have an answer to your 
question. 

Mr. Yates. Well, Mr. Burton who appeared before the subcom- 
mittee yesterday compared the molten metal with the jelly made by 
the housewife. He said if you served the jelly in the hot state, it 
would still be the same jelly as if it were allowed to cool. 

Mr. O’Connett. My thought would be that would be something 
that could not be shipped, except a small distance over a fence to a 
facility capable of using it hot, such as our situation at ORMET 
which would be different from a material that could be stacked on a 
railway car and shipped a thousand miles. 

I heard Mr. Burton, and I remember the jelly incident. I would 
hate to eat one. 

Mr. Yates. You would hate to what? 

Mr. O’Connetu. I would hate to eat the hot one. 

Mr. Yates. The hot jelly ? 

Mr. O’Connett. The hot jelly. 

Mr. Yates. Suppose it were warm, before it solidified. I remem- 
ber when my mother made jelly, I used to go after it before it was cool. 

Mr. O’Connett. I have never tried it; I have gotten along well 
on the solid. 

Mr. Yares. If there are no other questions, we thank you for your 
testimony, Mr. O’Connell. I am sure that we will see each other again, 
and we will be glad to receive whatever advice your company sees 
fit to give. 

Mr. O’ConnE LL. I will send the information on the necessity certifi- 
cates in detail. 

(The information referred to is as follows :) 


I. OLIN MATHIESON CHEMICAL CorP. 


Necessity certificate No, TA-NC-—23259 (75 percent). 
Fabricating plant, Omal, Ohio. 

Plant capacity covered by certificate, 60,000 tons per year. 
Total plant capacity, 96,000 to 120,000 tons per year. 

Total estimated cost, approximately $63,000,000. 
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II. ORMET Corp. 


Necessity certificate No. TA—-NC-23258 (85 percent). 

Primary aluminum reduction plant, Omal, Ohio, and alumina plant, Burnside, La, 

Plant capacity covered by certificate, 60,000 tons of aluminum per year out of 
a total capacity of 180,000 tons. 

Total estimated cost, approximately $112 million for aluminum plant, and ap. 
proximately $56 million for alumina plant. 


III. ORMET GENERATING Corp. (SUBSIDIARY OF ORMET CORP.) 


Necessity certificate No. TA—-NC-30814 (70 percent). 

Two electric-power generating units, Cresap, W. Va. 

Generating capacity covered by certificate, 225,000 kilowatts (one unit). 
Total generating capacity, 450,000 kilowatts (two units). 

Total estimated cost, approximately $56 million. 


Mr. Yates. Thank you very much. Also, you are going to tell us 
about the mill costs at such time as you think you will have an idea 
about it. 

Mr. O’ConnELL. We would be very happy to. 

Mr. Yates. Thank you. 

The committee stands in recess until further notice. 

(Whereupon, at 2:30 p. m., the hearing was recessed until further 
notice. ) 
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TUESDAY, APRIL 29, 1958 


HovsrE or REPRESENTATIVES, 
SuBCOMMITTEE No. 3 ON MINERALS AND 
Raw MaAtTeERIALs OF THE SELECT COMMITTEE 
To Conpuct a Stupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10:35 a. m., in room 
1304, New House Office Building, Hon. Sidney H. Yates (chairman 
of the subcommittee) presiding. 
Present: Representatives Yates, Evins, Sheehan, and Riehlman. 
Also present: Irving Maness, counsel; Katherine C. Blackburn, 
research analyst; and Victor P. Dalmas, adviser to minority members. 
Mr. Yarrs. The committee will come to order. 
Is Mr. Harvey here? 
Mr. Harvey. Yes, sir. 
Mr. Yates. Mr. Harvey, we are delighted to have you. Will you 
take the witness stand? 


This hearing is a continuation of the hearings that have previousl 
been held by Subcommittee No. 3 of the Select Committee on Small 
Business. ‘This is the first of the continued hearings. 

We will proceed today and tomorrow with other witnesses. 

Mr. Harvey, the committee would be delighted to receive your 
statement. 


TESTIMONY OF LAWRENCE HARVEY, EXECUTIVE VICE PRESIDENT, 
HARVEY ALUMINUM CO. 


Mr. Harvey. Thank you, sir. 

Mr. Chairman, I am happy to be here today. We are always 
willing and anxious to cooperate with this committee whenever we 
are able. Your invitation to appear as a witness before this com- 
mittee asked for information on the future of the aluminum industry 
and the position of small business in that industry. Before I speak 
on these two points, I would like to say, as you already know, we 
hope to become a primary producer in the United States and we are 
one a reduction plant at The Dalles, Oreg., on the Columbia 

iver. 

We are in a state of transition from becoming an independent 
nonintegrated fabricator, to an independent integrated producer. So, 
Mr. Chairman, I ask that you keep in mind our present position, 
because since we are not yet operating as a primary producer, we are 
not yet supplying metal to independent fabricators and consequentl 
we have no basis for compiling figures either in the role of sma 
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business in our aluminum industry or in the industry generally as 
viewed from the position of the primary producer. 

I think I should emphasize that we undertook to become a primary 
producer of aluminum as part of the Government’s program to obtain 
additional aluminum capacity for defense purposes, and to bring new 
independent companies into the primary metals field. 

To the extent that we succeed, the Government, too, will succeed 
in its program. I believe that the entry of a new producer in the 
primary aluminum field can have a salutary effect upon small 
business. We can all recall that the aluminum industry had a single 
supplier of primary metal less than two decades ago. 

Within the last decade and a half this number was increased to 
three. Concomitantly, there was a great increase in the number of 
independent fabricators due to the increased availability of metal. 

Now in a short time there may be six or more prime producers 
in the industry and we can expect even wider benefits for small 
business. The current minor adversities in our national economy 
have had their effect upon the aluminum industry. However, 
long-term optimism is justifiable. 

Aluminum is being offered for more and more commercial uses and 
where one market, the automobile industry, for example, has felt the 
effects of declining production, demand for aluminum for building 
activity and appliance manufacturing has held up fairly well. 

When the current period has run its course, the greater total avail- 
ability of primary metal will have, we strongly believe, convinced 
many users that they can design to the use of aluminum with the 
assurance that metal will be available for their requirements. 

One of the great sustainers of continued optimism in the aluminum 
industry is the fact that we have not yet really begun to explore all 
of the metal’s application. I do not know of any major company 
including our own that does not have a large investment in time, 
money, and manpower in researching and designing new uses for 
aluminum and the materials and methods application. 

I might also add that the work of product engineering is addi- 
tional assurance that there will always be a place for small business 
in this industry. Each new application discovered and each new 
manufacturing process devised is an invitation to small business to 
participate somewhere in the process of manufacturing or distribution. 

We shall always be cognizant of small business because our com- 
pany had its origin as a small business. Harvey Aluminum was 
started as Harvey Machine Co. by my father, Leo M. Harvey, 45 
years ago in Los Angeles in the days before men and machines con- 
spired to make metals and metal products a foundation of our indus- 
trial society. 

In his words, those were the days when he took on a job with a lot 
of confidence and a hope that he could invent something to turn out 
pieces in good shape and fast enough to meet a customer’s require- 
ments. 

During three decades through World War I and through the 
Nation’s worst depression, we applied our resourcefulness and the 
resourcefulness of the engineers and workers who joined our company. 
We found no quick slogan for success. By continuous hard work and 
by the application of engineering skill and the technique of applying 





ALUMINUM INDUSTRY 277 


distinctive production processes to production problems, we grew in 
size to a corporation that required three separate plants to house its 
activities during World War II. 

We have worked constantly to develop better designs, new alloys, 
and new and better methods of manufacture. 

As World War II had its effect upon the Nation’s industrial habits, 
it also affected us. Our experience in the field of aluminum during 
World War II encouraged us to select this industry as a major area of 
expansion. 

In 1946 we consolidated our three plants into its present head- 
quarters at Torrance, Calif. 

Within a decade of producing aluminum extrusions, forgings, 
structurals, rod and bar, impact extrusions, and other aluminum 
products for commercial and military customers, we became the 
Nation’s leading independent producer of aluminum rock mill prod- 
ucts, and, Mr. Chairman, we have discovered that since we could go 
no further as an independent, the only course open to us was to become 
a primary producer. Although the decision was an obvious one, it 
was not easy to make, for we knew that unlimited difficulties lay 
before us. 

Almost 10 years ago in anticipation of some day attempting to 
become an integrated producer, we built and operated an experi- 
mental reduction system at our plant in California. We used the 
experience and knowledge we gained from this work as a launching 
platform. We sent engineers around the world to study the newest 
techniques and methods. We have had chemists and metallurgists 
at work on our reduction project. We compiled many volumes of 
memoranda, graphs, charts, blueprints, and so forth, and then we 
set about initiating construction. As presently designed, the plant 
at The Dalles incorporates all of the most modern engineering and 
design features available in the Western World. 

As a consequence, we hope to operate the most efficient and economi- 
cal reduction plant constructed on the North American Continent. 

In slightly more than two score years, we have labored in the field 
of free enterprise economy and enjoyed its fruits and we wish to serve 
that economy as a primary aluminum producer. 

Mr. Yates. Thank you for your statement, Mr. Harvey. 

I notice that you are executive vice president. Are you an en- 
gineer or a finance man or attorney? What is your profession? 

Mr. Harvey. I am chairman of the board of the corporation, 
executive vice president. I hold degrees of Bachelor of Science, 
Bachelor of Laws and Master in Business Administration. 

I belong to the technical society in both industries. 

Mr. Yates. How long have you been with this company? 

Mr. Harvey. With Harvey Machine, now the successor corporation 
to the partnership that previously existed between my father and I. 
It has been for about 25 years now. 

Mr. Yarrs. You have grown up with the business? 

Mr. Harvey. Yes; I have. 

Mr. Yarss. On page 4 of your statement, you say, 

And Mr. Chairman, we discovered that since we could go no further as an 
independent, the only course open to us was to become a primary producer. 


Although the decision was an obvious one, it was not easy to make for we knew 
unlimited difficulties lay before us. 
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The implications of that statement are that you knew that you were 
limited in further activity as a fabricator without having a source of 
primary metal, is that correct? 

Mr. Harvey. That is right, sir. 

Mr. Yarxrs. Does that mean that there is no hope for fabricators 
who do not make their own primary metal in the aluminum industry? 

Mr. Harvey. No; that is not the conclusion. 

Mr. Yates. Why was that true of you and not true of the others? 

Mr. Harvey. I think the point of time is an extremely important 
concept. At the time that we were interested in the primary business 
and began the construction of our program and the implementation 
of it, it was a period in which the availability of metals supplies was 
extremely restricted because of lack of productive capacity on the 
North American Continent, and because of the great industrial devel- 
opment and the great industrial materials and methods application of 
aluminum as an end product, and its resultant use, and because of, at 
that particular time, the productive capacity of the industry, there 
was always a continuous shortage of the material. 

Mr. Yares. Are you in that position today? Would you think 
twice about becoming an independent producer? 

Mr. Harvey. I do not think we would change our opinion, sir. 

Mr. Yates. Doesn’t that negate your previous statements then? 

Mr. Harvey. No. We are committed to the program of inte- 
gration. It is a commercial desire. It is our considered opinion 
and I believe it is the opinion of the Government that from a military 
defense point of view, that the productive capacity of this country in 
event of a national emergency is not sufficiently great to supply all 
the material within the time required to produce materials, and for 
that reason, we will have a tight market in the event of a national 
emergency. And since we are supported on that basis, and since we 
have always taken an active interest in the national defense, we 
believe it is essential to have a productive capacity in the North 
American Continent adequate to take care of that emergency. 

Mr. Yarss. Our information indicates that your company went 
into business with certain attached amortization certificates and with 
the assistance of Government research contracts. 

Could you have gone into the aluminum producnig business with- 
out such assistance? 

Mr. Harvey. I do not think so. 

Mr. Yates. And if a fabricating company wanted to do the same 
thing that you did, to go into business, it would ordinarily need some 
kind of Government help in order to engage in the manufacture of 
primary metal? 

Mr. Harvey. I would believe so, to be in an equal competitive 
position. 

Mr. Yares. We were surprised when the Anaconda Co. appeared 
before us and told us it had purchased your tax amortization certifi- 
cate. How did this happen? How did it happen that Anaconda was 
able to purchase your certificate and then you were able to obtain 
another one? Can you give us some of the history of what transpired? 

Mr. Harvey. That is quite a number of years back and it is. taxing 
my memory to recall it all, but if my memory serves me correctly, 
they did not purchase the tax amortization certificate from us. 
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The certificate which had been issued to us covering the Montana 
operation was canceled at our request and then a new certificate was 
applied for by a subsidiary company, at that time owned by Anaconda, 
and then they applied and received a certificate of necessity in the 
name of the new company, which bore the same name as our name, 
because we were then partners with them in the project. And then 
subsequently, the name of that company was changed to Anaconda, 
and if they did give you that impression, I think it is in error. 

Mr. Yates. As I remember the testimony, that company gave you 
some stock? 

Mr. Harvey. That is correct. 

Mr. Yates. My impression was that you received the stock for 
your interest in the amortization certificate. 

" Mr. Harvey. No. 

Mr. Yares. Is that an erroneous assumption? 

Mr. Harvey. It is an erroneous assumption. If they did give you 
that impression, it is erroneous. 

Mr. Yates. What contribution did Harvey make to that company? 

Mr. Harvey. That company—let me go back. The engineering 
concept, designs, drawings, contracts for materials of all kinds, 
character and description were placed by the Harvey Co., and it was 
very difficult to secure what we call scheduled deliveries within time 
to construct the plant, and it was of the utmost importance to have 
the plant constructed as soon as possible. And they bought from 
us land, designs, engineering, contract commitments, and assumed 
and agreed to undertake certain obligations and made certain other 
commitments of a commercial and private nature in connection with 
the transaction and there was a very substantial value that was trans- 
ferred at that particular time. I have here a copy of the Defense 
Production Administration letter dated I think it is February 18, 
1953, which refers to Harvey Machine Co. of Montana, and says, 
“Pursuant to the defense regulations’—which was the request of 
Anaconda Co. at the time, they said, “substituting in its place the 
following name: Anaconda Aluminum Co.” 

As a technical matter, Harvey Machine of Montana was changed 
to Anaconda Aluminum Co. because they were the principal stock- 
holders and desired to have the subsidiary in the same name as the 

arent. 
k Mr. Yarss. Is that the letter dated February 18, 1953? 

Mr. Harvey. Yes, sir. 

Mr. Yates. You stated that your tax amortization certificate was 
canceled upon your request. When was that done? 

Mr. Harvey. I do not recall the exact date. 

Mr. Yates. Was it before this or after this? 

Mr. Harvey. It was done before this. 

Mr. Yates. Is it Harvey Aluminum or Harvey Aluminum Co.? 

Mr. Harvey. Harvey Aluminum (Inc.). 

Mr. Yates. Is Harvey Aluminum (Inc.) a publicly owned com- 
pany? 

Mr. Harvey. No, it is a privately held company. 

Mr. Yarrs. There is no stock outstanding other than—no stock 
selling to the public? 
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Mr. Harvey. No, only the original founders of the company. It 
is one of the few proprietary-owned companies in the aluminum indus- 
try, or the only one’as far as we know. 

Mr. Yares. Have you begun production yet? The last letter 7 
received from your company indicated, I thought, that you were on 
the point of —— 

Mr. Harvey. We are scheduled to be producing metal in the last 
quarter of 1958. 

Mr. Yates. During the last quarter of 1958? 

Mr. Harvey. The last quarter of 1958. 

Mr. Yates. Are you engaged in business at all at the present time? 
Do you buy scrap? Do you enter into contracts? 

Mr. Harvey. Yaa; sir. 

Mr. Yates. Is the answer to both of those questions yes? 

Mr. Harvey. Yes. 

Mr. Yates. Then you are now buying scrap? 

Mr. Harvey. Yes, sir. 

Mr. Yates. You are storing it for the time when your furnaces are 
burning or are you buying as a broker? 

Mr. Harvey. No; we are buying only for our own use. 

Mr. Yares. Only for your own use? 

Mr. Harvey. Yes, sir. 

Mr. Yates. Under the terms of your contract with the Govern- 
ment, which was dated September 30, 1955, the Government under- 
takes to purchase from you all the aluminum that you do not sell in the 
open market; is that correct? 

Mr. Harvey. Yes, sir. The contracts are identical with those 
issued to Kaiser, Alcoa, and Reynolds, as I understand it. 

Mr. Yates. When the other primary producers appeared before our 
subcommittee, I asked them whether they thought that the purchase 
and use of scrap in their ordinary business, at the same time exercising 
their tender rights to the Government, was not in a measure com- 
parable to the importation of aluminum and still exercising their ten- 
der rights to the Government in such a way as to provide for an un- 
necessary burden to the Federal Government. 

Would you like to answer that question? Do you consider the 
purchase of scrap at the same time exercising your tender rights is not 
an unnecessary burden on the Federal Government? 

Mr. Harvey. I do not think you can answer that directly with a 
‘‘ves” or “no” answer. I thitik each problem has to be evaluated 
upon the particular facts in the instant case, and there might be a 
number of 

Mr. Yates. You understand what I am talking about? 

Mr. Harvey. Yes, I do, sir. 

Mr. Yates. The contracts of the three original contract producers 
were amended voluntarily with the Government to provide for a 
deletion from their tender rights of the amount of their imports. 

Mr. Hickman of Alcoa thought that scrap was on the same basis as 
those aluminum imports. 

Do you agree with that opinion? 

Mr. Harvey. I cannot tell for his individual company. If it were 
our company alone without regard to the rest of the industry, I would 
answer that it depends upon the particular requirements at a set time. 

Let me explain to you what I mean by that. Scrap is the normal 
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byproduct of the sale of your aluminum or your ordinary mill products, 
nd it. is @ common practice in a great many nonferrous metals 
industries to recover scrap from the customer, and it is a method of 
merchandising and a method of handling it. In some instances the 
material will be purchased directly from the customer, and in others, 
to avoid dislocation of an established market or method of merchan- 
dising, they will buy through a dealer or wholesaler or a scrap assem- 
bler, through very small businesses who make a business of collecting 


scrap. 

Though they may not buy the identical customer’s scrap back, 
they might buy a like or similar quantity proportionate to the amount 
that normally had been generated by their customers. So that is 
part of the consideration that must be evaluated. 

If they bought an unusually large proportion of the total sales, and 
had a different motive in mind, I think it is the intent and the practice 
rather than the simple statement yes it is, or no, it is not. 

I think it is something that the Government itself has the responsi- 
bility of determining whether or not it does affect their purchases. 

Mr. Yates. What is the capacity of your plant? Is it 80 million 
pounds? 

Mr. Harvey. It is 54,000 tons per annum. That is 108 million 
pounds per annum. 

Mr. Yates. 108 million pounds, and that is its annual production? 

Mr. Harvey. That is right, sir. 

Mr. Yates. And under the terms of your contract with the Govern- 
ment, the Government agrees that you will be able to sell 108 million 
pounds, is that correct? If you aren’t able to sell that on the open 
market, it would take whatever surplus that you are unable to sell? 

Mr. Harvey. That is my understanding, sir. 

Mr. Yates. Will the amount that you melt and sell through your 
scrap purchases be deducted from that figure? 

Mr. Harvey. There is no commentary in the contract about it. 

Mr. Yates. As you understand the contract, would you say that 
it would be deducted? 

Mr. Harvey. No, it would not be. 

Mr. Yates. So that the 108 million pounds that you produce 
would be augmented by the amount that you were able to produce 
and sell through the form of scrap? 

Mr. Harvey. No; we are not in the business of buying and selling 
scrap material and producing it for that purpose, sir. 

Mr. Yates. But you will be? 

Mr. Harvey. No; we do not buy material for sale to others. In 
other words, we do not buy scrap for the purpose of reducing it into 
pig to sell to others. The plant at The Dalles is a plant for the pro- 
duction of what we call primary pig and ingot and not for the purpose 
of producing any other materials there. 

Mr. Yarss. I must confess I am a little confused. You are pur- 
chasing scrap but you only act as a broker for your scrap purchases? 

Mr. Harvey. No, sir. 

Mr, Yates. Or will you use it in connection 

Mr. Harvey. What you refer to, we purchase scrap currently for 
the production of our fabrication division. 

Mr. Yates. I see. 
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Mr. Harvey. In that sense we do use the scrap material which we 
buy from our customers or buy from regular dealers who are established 
for that purpose. 

Mr. Yates. I see. 

Will you then use primary? The primary metal you produce for 
your fabricating division? 

Mr. Harvey. We intend to do so. 

Mr. Yates. And you will also use scrap for your fabricating 
business? 

Mr. Harvey. To the extent that it is required in our normal com- 
mercial relationship to do so. 

Mr. Yates. Did the recent reduction in the price of primary metal 
hurt your company? 

Mr. Harvey. Any reduction in the gross income injures a business, 
What the cumulative effect is, one cannot tell because price in the 
normal market goes up and down and it is something that one would 
expect reasonably anyway. 

Mr. Yates. The answer is yes, then? 

Mr. Harvey. The answer is yes and no. 

Mr. Yates. I gathered the impression from what you said that in- 
asmuch as this is a reduction in price, that will result in loss of 
income, that it will be hurtful. Now how will it be helpful? You 
said the answer is yes and no. 

Mr. Harvey. If the price remains permanently low, yes, it will be 
harmful because the total gross income in relationship to costs would 
be reduced. If it is only a temporary measure, then it is not ma- 
terial to us because in the normal market place your prices are always 
moving. 

Mr. Yates. Will your company make money at the 24-cent price? 

Mr. Harvey. It is our opinion it will. 

Mr. Yates. So that it won’t be hurtful. 

Mr. Harvey. “Hurt” is a relative term. Yes; we would like to 
make more money. Yes; we will make enough money to have a 
satisfactory investment. 

Mr. Yates. Does your company intend to go into the socalled hot 
metal business such as Reynolds Riainwist 

Mr. Harvey. We have no present plans to go into such a program. 

Mr. Yates. Do you estimate that this will be a growing part of the 
a business, where more and more companies will go into hot 
metals? 

Mr. Harvey. I am not familiar enough with the primary reasons 
for customers entering into hot metals contracts. 

The only thing I noticed is that the hot metal contracts have been 
more or less contined to the automotive industry, an industry which 
has been noted for its attempt to reduce raw material costs. 

Mr. Yarss. Your statement indicates that you have an optimism 
for an upturn in business. 

Do you see that in the near future? 

Mr. Harvey. Yes, sir. 

We note in our own business that there has been a marked upturn 
in incoming orders beginning sometime back in February, and that 
there has been 

Mr. Yates. Orders for primary metal? 
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Mr. Harvey. I am talking about our own business. That means 
the fabrication end of the business. 

Mr. Yarss. Yes. 

Mr. Harvey. In the primary metal field in the long-term outlook 
we believe that by about 3 years from now, or even sooner, that the 
industry may again require additional expansion in the productive 
capacity of this country to meet the normal growth of demand. 

{r. Yares. Do you find yourself having been squeezed as a fabri- 
cator as a result of purchases of scrap by the primary producers? 

Mr. Harvey. No; we have had no such difficulty. 

Mr. Yares. Information has been furnished to the committee that 
Alcoa is undertaking a plan, a scrap repurchase plan for turnings and 
borings generated by screw machine operators. The plan includes 
four alloys, 2011, 2017, 2024, and 6061 for screw machines which they 
propose to purchase at 0.1657 per pound loaded cars or trucks f. o. b. 
shipping point. 

Mr. Harvey. How much a pound, sir? 

Mr. YaTeEs. 0.165 5, sixteen and a half cents. 

Mr. Harvey. 16% cents? 

Mr. Yates. Yes; I understand that that may be substantially 
above the current market. 

Would that serve as a price squeezing tendency for a fabricator? 

Mr. Harvey. Well, from my experience in the screw machine 
trade, I think it might be a stimulus to the sale of the material rather 
than a price squeeze. 

Mr. Yates. Sales of what material? 

Mr. Harvey. Sale of what we call screw machine bar stock. Not 
many of the independents produce screw machine bar stock so far 
as] know. We are one of the few as far as | know that are major 
producers of what we call screw machine rod. It is true that the 
turnings and borings sell for a lower scrap price, but that depends 
upon the area in which they are produced, the transportation factors 
involved, the contamination of the material, the alloy that is involved. 

Mr. Yates. What happens to the smelting industry which purchases 
at these prices? 

Mr. Harvey. I guess they have to pay more for the raw material. 

Mr. Yarrs. I think that follows. Is there any other result in the 
smelting industry? The smelting industry is pretty well squeezed by 
having to compete on that basis, isn’t it? 

Mr. Harvey. I am not in the smelting business, and once in a while 
[talk to the smelters. Smelters are a group unto themselves. Our 
basic opinion is that the more aggressive and the more able technically 
are those that have succeeded and are succeeding, and those that are 
less able businessmen are not succeeding as well as they think they 
should. 

Mr. Yares. Has your opinion changed since you became a pro- 
ducer? 

Mr. Harvey. No; it has not. 

Mr. Yares. You say your fabricating business has begun to turn up. 
How badly were = hit? How much off were you from last year? 

Mr. Harvey. I do not have the figures in front of me, but it appears 
tome thaf the year 1958 will probably wind up as far as tonnage is 
concerned as good as 1957. 
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Mr. Evins. Mr. Harvey, I think that this committee and I know 
certain individuals of the committee have admired you and your 
company for its independence as a small concern and its growth. 

You have expanded now into three manufacturing fabricating plants, 
Have you reached the peak in the level at which you are just going 
along now with the big boys in the industry, and you are setting your 
pattern along the line that the Government tells you and your com- 
petitors, or are you going to forge ahead with increased fabrication? 

Mr. Harvey. I think that our history of what we have actually 
done over the past 45 years since the business has been founded, and 
what we have done in the last 2 decades in the aluminum industry 
speaks for itself. 

We will rightfully assert our independence. We always have. We 
have been notorious for being rugged individualists. 

We believe in the free-enterprise system. We believe in capitalism 
and we intend to see that it works. 

Mr. Evins. That is a fine statement. Your history has been good, 
but I rather gained the impression from your testimony that you had 
reached the point where you could not longer be independent and 
become a primary producer, and you sort of integrated your opera- 
tions in with that of Anaconda and the big ones, and vour figures and 
price situation has gotten now where if it goes down a little bit, it 
doesn’t hurt you too much. 

That is the general picture that one might get. 

Mr. Harvey. I am sorry if I conveyed that impression. It was 
not my intention. 

Mr. Evins. I want to commend you for your spirit of independence 
and your free-enterprise system and rugged individualism. 

I hope that you can continue to expand your fabrication and reach 
a production not only for defense but for the industrial needs of this 
Nation. 

That is all, Mr. Chairman. 

Mr. Yates. Mr. Sheehan. 

Mr. SHeewan. Mr. Harvey, from a partisan Republican stand- 
point, I am happy to hear that business is on the upturn in 1958 as 
well as 1957. 

In becoming a primary producer, are you dealing in any primary 
metal now, at the present time, reselling it or jobbing it? 

Mr. Harvey. No, sir. 

Mr. SHEEHAN. In other words, all the primary metal you buy you 
use in your own fabrication? 

Mr. Harvey. That is right, sir. 

Mr. SHEEHAN. I notice you have some reference here to small busi- 
ness. You state in your statement that you have no basis for compil- 
ing figures on the role of small business, but then you go on to say that 
your entry should have a salutary effect onsmall business. How would 
that happen? 

Mr. Harvey. Well, in a number of ways, sir. Example is alwa 
a great stimulus, and one of the great problems in business is the 
psychological approach to business. If you are optimistic, you are 
willing to forge ahead and assume a risk. 

If you are pessimistic, you are not. ; 

For example, in our economic system today, you will note there 
a great play upon the attempt to stimulate business by putting busr 
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nessmen in the proper frame of mind to buy, and the consumer in the 
frame of mind to buy. 

The example that we were able to achieve in this country, the 
development of an independent company without being a giant 
financial corporation, and to succeed on our own and under the sup+ 
port of the Government and the protection of committees such as 
this, to develop a business is a stimulus to all small businesses. 

An additional source of supply over the current source of supply 
js always a stimulus to a small business, and under the terms of our 
contract with the government, which we intend to faithfully discharge, 
a very substantial portion of the production of The Dalles reduction 
plant will be sold to nonintegrated independent fabricators, and thus 
constitute a new source of material and a new source of support for 
them, so that they have that mental freedom and that freedom of 
movement in a commercial sense to develop a market and know that 
they will be supplied with raw material, even under adverse circum- 
stances. 

Mr. SHEEHAN. However, your growth, it seems to me, has been 
predicated upon the fact that you could get government assistance 
to help you build your plant, both in the way of a contract and in 
financial help. 

Mr. Harvey. Are you talking about The Dalles reduction plant, 
sir? 

Mr. SHEEHAN. Yes. 

Mr. Harvey. That is correct, sir. It is the same aid that has been 
given to the aluminum industry and the copper industry and the air- 
craft industry and many other industries. 

Mr. SHeewan. What I was leading to was the conclusion you could 
do it maybe and several of the big boys could do it, but the various 
and many small fabricators couldn’t go to the government and get a 
contract and build a plant with government help. 

Therefore, they don’t have the same source of help, both financial 
and selling to the Government, that you have. 

Mr. Harvey. It depends upon the Government program available 
at that particular time, and the administration policy in fostering 
indepeudent and small business. 

Mr. SHernan. The Government program at that particular time, 
as | understand it, was merely to get enough aluminum for the stock- 
pile, and once those goals are reached, the Government obviously will 
have no further interest in expanding aluminum production, because 
the defense needs are met. 

Mr. Harvey. That is right, sir. 

Mr. SHEEHAN. So, therefore, unless similar circumstances should 
come about, there is not much prospect of any other small fabricator 
getting the help that, for instance, your company has had. 

Mr. Harvey. I don’t know. It is possible, because we originally 
programed a very small plant, a reduction plant, prior to the Korean 
conflict, which would have been entirely financed and supported 
independently of any Government aid or assistance. 

But once Government aid and assistance is granted to your competi- 
tor,,you are no longer equally competitive until such time as you have 
the same aids or assistance that your major competitors have. 

And all the larger corporations were, because they were better 
orxganized and had available to them the opportunity as large cor- 
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porations able to take advantage of these things which the smaller 
corporation, not so well organized or as well financially backed op 
without the resources, was not able to take advantage of. 

Mr. SHEEHAN. You give us a very good viewpoint there, and J 
might say that many of us in Congress are hopeful of the progress and 
preservation of small business. 

Unfortunately, they don’t have the facilities to take advantage of 
some of the Government programs, and, therefore, they are sort of 
left by the wayside. 

Your presently designed plant in The Dalles, when will that be 
ready? 

Mr. Harvey. In the last quarter of 1958. 

Mr. SHEEHAN. Would you care to give us a rough idea in round 
figures as to how much that plant is going to cost? 

Mr. Harvey. We haven’t totaled the full figures and I just don’t 
like to look at it because it is so much money it scares me at times, 
but it is a substantial figure. 

We don’t know the exact costs yet, because there is still quite a 
number of months yet to go on the completion of the plant, but we 
hope that we will be able to complete the plant at a capital cost per 
ton of output lower than that of any other recently completed North 
American producer. 

Mr. SHEEHAN. Without being an expert in aluminum, that wouldn't 
mean too much to me. I would just hope you would give us a rough 
round guess as to what the total cost is, and the only reason for asking 
that question is that I just want to see if a modern aluminum plant is 
anywhere within the grasp of a small-business man. 

Mr. Harvey. The order of magnitude would be in the $50 million 
category. é; 

Mr. SHEEHAN. $50 million, you say? 

Mr. Harvey. In that category; yes sir. 

Mr. SHerenan. We are talking about rough round figures. 

Mr. Harvey. That is right. But there are different sized plants 
that can be built. 

I have been in plants in different parts of the world in which the 
capacity has been approximately one-tenth the size of this plant. 

Mr. SHEEHAN. Well, could somebody in America build an alumi- 
num plant to turn out primary metal at one-tenth the cost of this, $5 
million, and compete successfully with the big boys? 

In other words, turn out his aluminum at a cost price so that it 
would be competitive? 

Mr. Harvey. I think it depends upon—it is possible if a man has 
all of the fortuitous circumstances in order to be able to effectuate a 
program of that kind. 

It could be done if the person were ingenious enough, had the engi- 
neering background, the skill and the ability, the particular sites or 
location, availability of power, raw materials available to many and 
a host of circumstances. 

Mr. SuerHan. You would have to be pretty much of a genius 
pretty near to having everything going your way. 

Mr. Harvey. They said nobody could build a reduction plant 
except one company and I think five other companies have demon- 
strated there is no monopoly on genius in the American scheme of 
business. 
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Mr. SHEEHAN. You made a notation in your statement that you 
were the Nation’s leading independent producer of aluminum mill 
products, and I believe in response to Mr. Yates, you said one of the 
reasons for going into primary production was because of those short- 

es at that time. 

Do I interpret that remark correctly, that it is hard to get alu- 
minum? 

Mr. Harvey. Yes, sir. 

Mr. SHEEHAN. And, therefore, you are going in to compete with the 
big three on a primary production basis? 

t seems to me, J am drawing a conclusion at least, that you have 
done that also to protect your fabrication. 

Mr. Harvey. Yes, sir. 

Mr. SHEEHAN. Fabrication plant; is that right? 

Mr. Harvey. Yes, sir. 

Mr. SHeenan. In other words, I could draw the conclusion when 
you said 3 years from now you might be or the country might be in 
trouble because of a shortage of aluminum, you want to make sure 
that you are going to get your share of aluminum at all times, and 
that is why you decided to become a fully integrated company rather 
than remain just a fabricator; is that right? 

Mr. Harvey. That is one of the objectives, sir. 

Mr. Sueenan. What are the other objectives? 

?_ Harvey. To be independent and not pay tribute to anyone 
else. 

Mr. SHEEHAN. I must compliment you for that, because we are 
always happy to see people forge ahead and be independent so they 
are not dependent for their business on someone else’s ability to proe 
duce or to sell end products. 

That is all, Mr. Chairman. 

Mr. Yates. Mr. Riehlman. 

Mr. Rrexuman. Mr. Harvey, somewhere in your statement you 
referred to the possibilities in the next few years that there will be six 
primary producers in the United States of America. 

Mr. Harvey. Yes, sir. 

Mr. Rirexwitman. That is a possibility. Now as you go into the 
primary production of aluminum, and as you have answered the 
question asked by Mr. Sheehan here, you are doing it to protect your 
own fabricating interests so that you will always have available the 
primary metal that you need for production. 

Now, what is going to happen if all six of these primary producers 
start to expand their own fabricating facilities? 

Isn’t there the possibility that they are going to be in keen com- 
etition with small business throughout the Nation, and that there will 
¢ less opportunity for the small fabricator to capture the market? 

Mr. Harvey. There are times when that situation could prevail, sir. 

Mr. RiexiMan. Isn’t it a good possibility that that may be one of 
the things that we might have to fear in companies like yourself being 
independent, but wanting to get in so that you have the primary 
metal that you need to carry on your own activities and expand them, 
and maybe the other primary producers will do the same thing. And 
as you expand, you are going to be bound to get in to try to capture 
the market in the fabricating end, which the small fabricators are 
vitally interested in. 
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Mr. Harvey. I think it depends upon the corporate policy, sir 
what one does. : 

I think it will be a number of years before we would even have 
corporate policy that would be akin to your statement. I think that 
the primary problem that faces the independent fabricator today jg 
even a more serious threat than that. 

We note from reports that we have from abroad, and the other day 
I had the opportunity of talking to a representative from Europe 
of one of the principal aluminum associations, and that is the policy 
of Soviet Russia in engaging in economic warfare and using aluminum 
as one of its instruments in the economic warfare scheme. 

They have publicly announced that they will, no matter what the 
price or cost to the western democracies, sell aluminum in the country 
that they want to sell below whatever mill product price, whether it 
be pig or any other end product in the primary business, they will 
sell it below the then current price in that country. 

For example, in Great Britain today, they are offering Russian pig, 
and they are buying Russian pig at a rate that amounts to approxi- 
mately 20 percent of the annual consumption in Great Britain. 

The price at which it is offered is at 1.37 cents less per pound than 
that of a British producer or one in the British Empire, or the equiva- 
lent purchase from a United States producer selling in Great Britain, 

Mr. Yates. What is that price? 

Mr. Harvey. Whatever the price is in Great Britain. 

Mr. Yates. What is the price at the present time? 

Mr. Harvey. In Great Britain? 

Mr. Yates. Yes. 

Mr. Harvey. The British price is 24.3, I think. 

Mr. Yates. Which is above what our price is? 

Mr. Harvey. It is the delivered price. They recently reduced 
the price. 

I think the offering price in Great Britain is 22% to 23, depending 
upon the delivery point and the f. o. b. point. 

But the policy that I am trying to state, the point I am trying to 
make is this: they are offering material in East Germany, West Ger- 
many, Belgium, Switzerland, and in every civilized country of the 
globe where aluminum pig may be purchased and consumed as a nor- 
mal commercial product, at prices below any western democracy pro- 
ducer, and since in Russia cost is not a factor, since labor is supplied 
by compulsion, they are able to offer the material in competition to 
any United States producer. 

Then in the United States we suffer from a lowered cost of material, 
and the compulsion upon the western producer to dump material in 
this country to make up for his loss of market. 

When that occurs, you substitute employment in the country of 
origin, it is a secondary effect, but you substitute employment in the 
country of origin for unemployment in this country. 

We know, for example, on the west coast we don’t have much 
foreign competition, but on the Atlantic coast, we have been advised 
that there are offerings of not only primary products, but products 

roduced from primary products at anywhere from 10 to 16 percent 
elow the normal price offerings of the ordinary producer at the 
market place. 
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And the net result is that his biggest threat from competition is 
going to come as an indirect result of this program of economic war- 
fare by the Soviets. 

This causes a demoralization in the ordinary established market, 
and I think the recent price break, although it may be denied by 
some, in part or perhaps even in large measure is directly a result of 
economic warfare of the Soviets. 

If we permit it to continue, and we do not encourage our other 
western democracies as well as ourselves to stand up against such type 
of economic warfare, we do this country a disservice and assist the 
Soviets in their program of economic warfare. 

I think that is a very critical and a very current problem in the 
aluminum industry, and it suddenly blooms overnight and a lot of 
companies may not be able as independent companies to sustain the 
shock and the delay in time necessary to receive remedial action, be- 
cause of the time necessary to have hearings and other things, because 
the law may not then exist to prevent dumping. 

For instance, the Canadians, as I understand it, have asked the 
British Board of Trade through their sales company to have the 
British Board of Trade invoke antidumping against the dumping of 
Soviet materials in Great Britain. 

The board of trade, as far as I know, has taken no action on the 
subject matter, but it is a very important thing to consider, and I 
think very vital to the trade, and it will affect not only the primary 
independent producer of aluminum products, but it will also affect 
his customer, because we know, for example, one of the big markets in 
the extrusion products field is what we call openings, windows, sash, 
and things like that, and we feel that there are substantial offerings 
at cut price of those building products on the Atlantic coast. 

Mr. Rirsuman. Fabricated in what country? 

Mr. Harvey. Fabricated either in Germany, England, Belgium, or 
Switzerland. 

Mr. RrenumMan. What other types of items have you known that 
have been fabricated in other countries and are now exported to this 
country or imported into this country on the west coast? 

Mr. Harvey. On the west coast very little because of the transpor- 
tation differential. 

Mr. Riesiman. Are you familiar with what is being imported on 
the east coast? 

Mr. Harvey. We do know that storm sash and windows are being 
offered on the east coast. We know that furniture tubing is being 
offered on the east coast. 

We know that soft alloy sheets and circles have been offered on the 
east coast and we know that certain, what we call fabricated, stamped 
or pressed or impacted type of aluminum fabricated products have 
been offered on the east coast. 

The quantity may be very small, but I have always believed in 
what I call preventive medicine. The time to take an action is not 
after the injury has occurred, but before the injury has occurred. 

At the present time, it may not have a substantial effect, but you 
must anticipate what that effect is going to be. 

Mr. RirHiMan. What remedial action do you recommend? 

Mr. Harvey. I believe that there should be congressional action to 
give the administration opportunity to vary either the import licenses 
ora duty against dumping. 
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I believe in free trade and I believe in a free exchange of trade, and 
I believe it should be encouraged to as large as possible extent to help 
underdeveloped countries and to help our neighbors trade with one 
another. 

But the substitution of employment in one country as against un. 
employment in another, or the allowing of unemployment in this 
country because of Soviet tactics of economic warfare, I think goes 
beyond the normal realm of free trade. 

And some antidumping measure that would preserve the employ- 
ment in this country and the status of the independent producer 
should be taken—he has more at stake than a major company. 

A major company can take a little financial belting now and then, 
but an independent company operates a little bit too close to the belly 
to be able to take much over. 

Mr. Rrexuman. I have 1 or 2 other questions, Mr. Chairman. 

Mr. Harvey, what is your total fabricating capacity in net tons at 
this time? 

Could you give us that figure? 

Mr. Yates. He is asking about your fabricating plant? 

Mr. Harvey. I hesitated a little bit because it is really a matter of 
private commercial concern and many of my competitors would love 
to find out how much business we do so they could go after our 
customers. 

Mr. Riexuman. May I ask this question? Do you anticipate 
expanding your fabricating capacities to any great degree in the near 
future? 

Mr. Harvey. In our Torrance fabrication for aluminum extrusions? 

Mr. Rresuman. Yes. 

Mr. Harvey. We do not intend any major increase. 

Mr. Rrexuman. Other fabricating facilities? 

Mr. Harvey. Weare establishing in The Dalles facilities for making 
what we call D. C. billets, so that the material can be purchased in 
that form by the independent people whom we supply billets to. 

In other words, some people do not have the equipment to produce 
their own billets, which is the form in which they translate the primary 
metal prior to extruding it or rolling it. We will put in that sort of 
fabrication facilities. 

Mr. RrexuiMman. That is all, Mr. Chairman. 

Mr. Yates. Have you any questions, Mr. Dalmas? 

Mr. Daumas. No questions. 

Mr. Evins. Mr. Chairman, I think it may well be concluded from 
Mr. Harvey’s statement that he does not anticipate any shortage in 
the demand for aluminum on the domestic front, and because of the 
sputnik age in which we live, the rocket and missile age and the whole 
economic warfare which the Russians have announced and pressed 
forward, that you do not see any possibility of any shortage in the 
aluminum production field for several years to come, considering all 
the circumstances, both domestic and international. 

Mr. Harvey. With a combination of all elements; sir, yes. 

Mr. Yates. I have a few more questions, Mr. Harvey. How did 
you finance your $50 million program? 

Mr. Harvey. Through private loans negotiated with the Bank of 
America, the Chase-Manhattan, the First National City Bank of 
New York. 





ALUMINUM INDUSTRY 291 


Mr. Yates. Could you have financed them without the Government 
contract? 

Mr. Harvey. No, sir. 

Mr. Yates. What about your source of raw material? Where do 
you get bauxite? 

Mr. Harvey. Bauxite is purchased in Malaya and transshipped. 

Mr. Yates. Do you purchase it? 

Mr. Harvey. No, sir. 

Mr. Yates. Then how do you make your aluminum? 

Mr. Harvey. Our aluminum is made from alumina which we buy 
from two Japanese companies. 

Mr. Yates. You buy alumina from two Japanese companies? 

Mr. Harvey. Yes, sir. 

Mr. Yares. Do you have long-term contracts with them? 

Mr. Harvey. Yes, sir; 5 years. 

Mr. Yates. Does the fact that you do not have your own produc- 
tion resources for the manufacture of alumina permit you to compete 
with the other producers of primary metal? 

Mr. Harvey. We think it does, sir. Not as well as it would be if 
we had our own alumina plants. 

Mr. Yates. What if there were a tariff on alumina? 

Mr. Harvey. A tariff on alumina, if there were a tariff on alumina, 
it would seriously injure us, there is no question about it. 

Mr. Yates. There is what? 

Mr. Harvey. It would seriously injure us. 

Mr. Yates. Doesn’t your viewpoint with respect to the need for a 
tariff on primary metal really stem from Harvey as a primary metal 
producer rather than Harvey as a fabricator? 

Mr. Harvey. No, it stems from Harvey as a fabricator. When the 
price was reduced, it was only a reflection of the actual reduction in 
price that had already taken place in the primary fabrication of the 
product, and I think that most primary people were late in following 
the market in that respect. As far as the fabricator was concerned, 
he had established within the market, within the market place, a 
great many of what we call commodity prices. 

In other words, he had priced his end product at a price that had 
developed the largest maximum trade for his own particular business, 
and the reduction in price I do not think stimulated the market at 
all, nor do I think it created any additional business. 

What it did do temporarily is create a loss to the independent 
fabricator in his inventory on hand. If they were oversold by the 
primary company and therefore loaded up with an inventory, they 
lost their raw material inventory value, they lost their finished ‘prod- 
ucts value, and they lost their goods in process value by the current 
reduction in price. 

Mr. Yares. But from what you have told us today, the fabricators’ 
business is picking up. 

Mr. Harvey. Yes, sir. 

Mr. Yares. So that this price reduction will be of benefit to them? 

Mr. Harvey. It won’t be a benefit because the business picked up 
before the price changed. 

Mr. Yarers. Because of what? 

Mr. Harvey. Because the business picked up before the price 
change. 
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Mr. Yares. When did your business pick up? 

Mr. Harvey. Business picked up back in February. 

Mr. Yates. Last February? 

Mr. Harvey. This last February, that is right, and the price change 
was effective April 1. 

Mr. Yates. Is that because of Government purchasing? 

Mr. Harvey. Oh no. 

Mr. Yates. What is it that you manufacture in your fabricating 
plant? 

» Mr. Harvey. Rod, bar, tubing, pipe, impact, structurals, hand. 
forgings. 

Mr. Yates. Who buys those? 

Mr. Harvey. Every kind of 

Mr. Yates. Who are your customers? 

Mr. Harvey. Every kind of industry you can think of. The auto- 
motive trade, building products trade, baby carriage people, all kinds 
of miscellaneous equipment. 

Mr. Yates. Is business turning up in the automotive trade? 

Mr. Harvey. For us it is. 

Mr. Yates. It is for you? 

Mr. Harvey. For us; yes, sir. 

Mr. Yares. Don’t you think you are unique in the field then? 

I had heard that the automobile business was suffering. 

Mr. Harvey. Well, it has been the history of our business when 
business gets tough we just get a little bit tougher and we go out 
after it. 

Mr. Yares. I thought that Reynolds went after the hot-metals 
contract but I am glad that the other companies are going after 
bnsiness, too. 

Incidentally, some of the people on the committee went out to the 
housing project right out here in Arlington recently. They found 
that the sash work in the windows was steel. The question was 
asked as to why it was not aluminum, and the answer that was given 
was that it would cost an additional $200 to put aluminum in there. 

Now I thought aluminum was cheaper than steel for this sash work. 
Is that correct or am I wrong? 

Mr. Harvey. Aluminum—— 

Mr. Yates. This is one of the big attractions that your business 
had, the fact that you could out-compete steel in the housing industry. 

Mr. Harvey. All I can say is that they had a poor salesman for the 
aluminum industry or they had an uninformed purchasing agent for 
the contractor. 

Mr. Yares. Is the upturn in your business indicative of what is 
occurring with respect to other fabricators, too? 

Mr. Harvey. From our general feeling in the trade there is a general 
upswing in the amount and volume of business being done. 

That is our opinion. 

Mr. Yares. As a fabricator? 

Mr. Harvey. That is right. 

Mr. Yates. So that the price reduction will be of benefit then as 
they move into an upswing in their business? 

Mr. Harvey. If it lasts long enough; yes, sir. 

Mr. Yares. Do you not think it will? 

Mr. Harvey. I do not know. 

Mr. Yates. What is your opinion? 
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I asked you before what your opinion of the future was and you 
gaid that your business is picking up, and I got the impression from 
that that you thought, well, ““‘We have turned the corner and are 
on our way now.” 

Does this mean that you do not know what is going to happen? 

Mr. Harvey. What I said previously was that prices go with the 
market and they go up and down depending upon the various eco- 
nomic factors existent at a particular time. 

Mr. Yares. Is that true of the primary metals, too? 

Mr. Harvey. It should be. 

Mr. Yares. Is it? 

Mr. Harvey. It has not been. 

Mr. Chairman, what may affect our business may not necessarily 
affect someone else’s. We might be going up, the other fellow may 
be going down. 

Mr. Yates. The word we have received is that business has not 
been going up. I had a visit last week or 2 weeks ago in Chicago 
with a smelter and he said business was not going up. As a matter of 
fact, he said his business was very bad. Either he is a bad business- 
man, and he has not been in the past, or else he has not yet found 
this upswing that you are talking he Is it different on the west 
coast than it is in the Middle West? 

Mr. Harvey. No, sir. 

Mr. Yarrs. Have you had occasion to cut back on any of your 
production facilities? 

Mr. Harvey. We did in the last quarter of 1957, but at the present 
time we are working in the commercial field. 

We are working 6 days a week, 3 shifts right around the clock. 

Mr. Yates. Did you lay people off last year in the last quarter? 

Mr. Harvey. Yes, sir, we did. 

Mr. Yates. Have you rehired them? 

Mr. Harvey. Some, we have. 

Mr. Yates. How many have you laid off? 

Mr. Harvey. I do not recall exactly, but our total complement now 
is larger than it was in 1957. 

We employ more people now than we did in 1957. 

Mr. Yates. Is this laying the foundation for your moving into full 
production with your reduction plant? 

Mr. Harvny. No, sir. It is just regular ordinary business, mis- 
cellaneous items. 

Mr. Yarus. You stated that you propose to furnish small business 
with metal. Suppose you have a situation like you had in 1955 where 
there just wasn’t enough metal to go around? Would you furnish 
small business with any metal in addition to that required under the 
contract? 

Mr. Harvey. We would, sir; to our regular customers. 

Mr. Yarrs. You would? 

Mr. Harvey. We would. 

Mr. Yates. What proportion? 

Mr. Harvey. What proportion? 

Mr. Yarrs. Yes. 

Mr. Harvey. I would only go back by a guide to what we have 
done previously. When the extrusion industry was pinched back by 
the failure to have a proper amount of raw materials, as to those 
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customers of ours who were steady customers and regularly bought 
from us, we sacrificed other business, more profitable business, better 
volume, new increase into a new industry or into a new customer jpn 
favor of our steady customers, and we did supply them with material, 
and those who depended upon us received a continuity of their supply 
of raw material. 

That is one of the reasons we have the customers today when cir. 
cumstances are more competitive. 

Mr. Yates. Do you propose to export any metal? 

Mr. Harvey. We do not plan to export any metal. 

Mr. Yates. Where does Japan get its alumina now, do you know? 

Mr. Harvey. Japan has three companies producing aluminum, one 
Shawo-Denko Co., the other, Sumitomo Chemical Co., and the other 
one, Nippon Light Metals Co. 

They produce in Japan. 

Mr. Yates. For Japanese consumption? 

Mr. Harvey. For Japanese consumption. 

Mr. Yates. They do not export it to this country? 

Mr. Harvey. Currently they do not export into this country, 
although we have had in our plant Japanese pig in the past. 

Mr. Yates. At a lower price than American pig? 

Mr. Harvey. No, sir. 

Mr. Yates. Do the British export into this country? 

Mr. Harvey. No, sir, they are an importer. There are 2 small 
plants in Great Britain, both owned by 1 company, British Aluminum. 
They are a net importer. 

Mr. Yates. Under your definition of small business whom you 
would furnish metal, do Ford and General Motors fall into this 
category? 

Mr. Harvey. No, sir. 

Mr. Yates. Do they fall into a category of nonintegrated producers 
under your contract with the Government? 

Do you consider them as such? 

Mr. Harvey. That is an interesting question, sir, never contem- 
plated, but I do not consider them that. 

Mr. Yates. You what? 

Mr. Harvey. I do not consider them that because they are not a 
primary consumer of metal in the ordinary commercial sense, being 
fabricators for sale to others. 

Mr. Chairman, I think I might clarify one point. 

We do have long-term contracts for the supply of alumina, and 
those contracts run for a period of 5 years. 

Mr. Yates. These are the contracts you spoke of being in existence 
with the Japanese firms? 

Mr. Harvey. Yes, sir. 

Mr. Yates. Those are in existence for? 

Mr. Harvey. For a period of 5 years. 

Mr. SHeenan. I assume or I think I can assume that your con- 
tracts with the Japanese firms for alumina are such that between the 
price you pay in Japan and the freight, you are buying it cheaper 
than you can buy it in America? 

Mr. Harvey. No, sir, that is not a correct assumption. We 
bought from Japan because no American producer and no North 
American producer at the time we offered and tendered contracts 
would sell us alumina at any price. 
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Mr. Yates. Anaconda was able to buy alumina as I remember 
from Reynolds and from Kaiser. 

Mr. Harvey. That is right. 

Mr. Yates. Did you attempt to buy any from Reynolds and from 
Kaiser? 

Mr. Harvey. We did, sir. 

Mr. Yates. And you were not able to buy any? 

Mr. Harvey. No, sir. 

Mr. Yates. Did they tell you what the reason was? 

Mr. Harvey. They said they did not have the productive capacity 
to supply our requirements. 

Mr. Evins. Also the reciprocal trade policy, I believe he stated. 

He believes in free trade to a limited extent, with certain exceptions. 

Mr. Yates. Did you attempt to buy alumina from any other large 
company? Did you attempt to buy from Alcoa? 

Mr. Harvey. Yes, sir. 

Mr. Yates. And was the reason for the turndown the same? 

Mr. Harvey. The same answer, sir. 

Mr. Yates. What other sources of supply for alumina are there in 
the country other than the primary producer? 

Mr. Harvey. There are none. 

Mr. Yates. Did you attempt to buy alumina in any other foreign 
country other than Japan? 

Mr. Harvey. Yes, sir. 

Mr. Yares. Where did you go? 

Mr. Harvey. We asked the Aluminum Company of Canada if they 
would sell us alumina. They said “No.” 

Mr. Yates. Did you attempt to exploit your own sources in Africa, 
such as Olin Mathieson did, or as other foreign countries—— 

Mr. Harvey. Yes, we did, sir, but it would take a long period of 
time to develop the properties and it would require additional sub- 
stantial amounts of capital, and our primary objective was to get the 
primary reduction plant. 

Therefore, under our program we are taking it in Steps. 

Mr. YaTEs. Ww hat happens at the end of 5 years? 

Mr. Harvey. By the end of 5 years we will either have to make 
another agreeme nt for the supply of alumina, or produce and con- 
struct our alumina plant, which we intend to do. 

Mr. Yates. Have you made any contacts for the purchase of 
bauxite? 

Mr. Harvey. Yes, sir. 

Mr. Yares. And in the event you cannot make those favorable con- 
tracts, you intend to go into your own alumina producing business? 

Mr. Harvey. Yes, sir. 

Mr. SHeenan. In fairness, I think, Mr. Harvey, we should know 
when you were trying to buy this alumina from the various companies. 

Mr. Harvey. I think the contracts were entered into in 1955. I 
think it was 1955, I am not sure. 

Mr. SHEEHAN. I merely asked that because I do not want the 
impression to remain on the record that these companies refused to 
sell you. That was at a time of a rather drastic shortage, at that 
time in 1955, is that not right? 

Mr. Harvey. A shortage in the production of primary pig and 
a greater demand for the pig than the production. 
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Mr. Yates. Did you have your contract with the Government at 
the time you went to these companies, or was this preparatory, prior 
to this? 

Mr. Harvey. No, we had our contract with the Government. 

Mr. Yates. You already had your contract with the Government? 

Mr. Harvey. Yes, sir. 

Mr. Yates. How could you get a contract with the Government 
when you had no source of raw material? 

Mr. Harvey. Because the program with the Government envisions 
a completely integrated facility from bauxite, alumina to reduction, 
and this was an interim measure to reduce the exposure of the Goy- 
ernment and reduce our own exposure to get another source of supply 
to save the capital investment that would be required for alumina 
and bauxite at that particular time. 

Mr. Yates. I think perhaps I did not make my question clear, 
Did the Government enter into its contract with you when neither 
you nor the Government knew that you would be able to obtain 
bauxite or alumina for the manufacture of alumina? 

Mr. Harvey. No, sir. We had assurances of the receipt or the 
availability of bauxite. I think at or about the same time, we had 
certain claims down in one of the South American countries of ade- 
quate bauxite resource to take care of our requirements. Secondly, 
we had developed and invented a process of making alumina from 
laterite which is a native ore and we had certain claims, certain de- 
posits in the Northwest and we felt sure there were adequate sources 
if we had to, to build an alumina and bauxite plant. 

Mr. Yates. Is this a more expensive process than the current 
process for making alumina? 

Mr. Harvey. In our opinion, not in the long run, sir. 

Mr. Yates. This is the process that Anaconda testified to when it 
was here. 

Mr. Harvey. No, sir; it is a different process. 

Mr. Yates. That was the clay process? 

Mr. Harvey. They had alumina from clay process. 

Mr. Yates. And you have a process from laterite ores? 

Mr. Harvey. Yes, sir. One is a clay, it looks like what you expect 
a clay to be, and the laterite gibbsite. 

Mr. Yates. Thank you, Mr. Harvey. If there are no further 
questions, this committee will stand in recess until 10 o’clock in the 
morning. 

(Whereupon, at 11:45 a. m., the committee adjourned to reconvene 
at 10 a. m., Wednesday, April 30, 1958.) 
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WEDNESDAY, APRIL 30, 1958 


Hovusrt or REPRESENTATIVES, SUBCOMMITTEE 
No. 3 on MINERALS AND Raw MATERIALS 
OF THE SELECT CommitTTEeE To Conpuct a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:20 a. m., in room 
1304 New House Office Building, Hon. Sidney H. Yates (chairman of 
the subcommittee) presiding. 

Present: Representatives Yates (presiding) and Sheehan. 

Also present: Irving Maness, counsel; Katherine C. Blackburn, 
research analyst; and Victor P. Dalmas, adviser to minority members. 

Mr. Yates. The committee will come to order. 

Is Mr. Kagan here? 

Mr. Kaaan. Yes. 

Mr. Yares. Mr. Kagan, will you take the witness stand, please? 

Mr. Kagan, we are pleased to have you before the committee. 
Senator Case has spoken to us with respect to the fact that you are a 
constituent and we are delighted to welcome you on his behalf as 
well as our own, and we will ‘abide by the admonition not to take too 
much advantage of you. 

We will be glad to receive your statement now. 


TESTIMONY OF GEORGE M. KAGAN, PRESIDENT, KAGAN-DIXON 
WIRE CORP., RAHWAY, N. J. 


Mr. KaGan. Thank you very much. I will read the statement 
which I have to the committee. 

I thank you for the privilege you have afforded me to appear before 
you and express my views for your consideration. 

I wish to state at the outset, that the continued existence of the 
small independent producer of aluminum products is fraught with a 
great deal of peril, as will be clearly demonstrated by a set of facts 
set forth. 

We are a small, independent producer of round, flat, and shaped 
wires, both i in aluminum and brass, with the principal emphasis being 
in aluminum 

We are located in Rahway, N. J., about 20 miles from New York 
City. Our sales primarily or iginate in the metropolitan area of New 
York City. One of the industries we principally serve in that area 
is the slide-fastener industry, who buy from us aluminum wire desig- 
nated as alloy 5056. 

We purchase aluminum redraw rod and draw and roll it down to 
smaller sizes to suit our customers’ specifications. 
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We depend upon our source for raw material on Kaiser Aluminum 
& Chemical Sales, Inc., and the Aluminum Corporation of America, 
who are the only mills in the United States that have rod mills for 
the production of 5056 redraw rod in large coils. 

Without any advance notice, we were “informed by a Kaiser repre- 
sentative on November 22, 1957, that effective immediately Kaiser 
was reducing its prices on 5056 aluminum wire for the slide- fastener 
industry, 5 cents a pound. 

On November 30, 1957, we were informed by an Alcoa representa- 
tive that Alcoa was meeting the price reduction initiated by Kaiser, 
and that its price on 5056 aluminum wire would be 5 cents a pound 
less than the published price. 

However—and this is the important part—on the aluminum re- 
draw rod, which we purchase from Kaiser a) Alcoa, the price re- 
mained the same as published. 

Realizing what a serious blow this was to our small business, 
I imme diately went into repeated conferences with Kaiser and Aleoa 
officials to allow us a comparable reduction on the raw material we 
purchased from them. 

Any and all pleas for relief on this price reduction has been fruitless, 

In other words, while our material cost from Kaiser and Alcoa re- 
mained the same, we were compelled, in order to meet their competi- 
tion, to reduce our aluminum wire prices a minimum of 5 cents per 
pound. 

How seriously this reduction affected us, is illustrated as follows: 
this price cut represented a reduction of slightly under 8 percent of 
the published aluminum wire prices. 

Our net operating profit, before taxes, in 1956 was 2.8 percent and 
in 1957, was 1.8 percent. The result is obvious. 

This move on the part of Kaiser and Alcoa, in reducing the alumi- 
num-wire price, without, at the same time reducing the redraw rod to 
is, had had a crippling effect on our business. Since our inception 
in the wire business, we have always been able to operate at a modest 
profit. However, aided and abetted by this discriminating competi- 
tion, for the first time, we operated in the red for the fourth quarter 
of 1957. 

For the first quarter of 1958, while our unit sales are substantially 
the same as the first quarter of 195 57, we are struggling to operate our 
business at a break-even point. 

Our position is that these practices on the part of our raw-material 
suppliers are discriminating. We ask for nothing more than to be 
afforded the opportunity to compete on an equal basis. We are not 
asking for any favors. 

However, the long run effect of this price discrimination, may well 
be that it may force us out of the aluminum-wire business. It is not 
beyond the realm of speculation that the underlying intent of the 
integrated aluminum producers is to either force the small independent 
fabricators out of business, or to limit their growth. 

It has been the talk, in metal circles, that the integrated aluminum 
producers, with a great deal of excess fabricating capacity, are deter- 
mined to fill up their own channels of production on any basis, regard- 
less of the consequences on the smaller independent producers. “This 
recent arbitrary price slash, certainly not based on reduced costs, can 
be followed by additional arbitrary price cuts to assure the certainty 
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of driving smaller independent wire producers out of the aluminum 
business. 

Against this situation, we have no protection, and this is funda- 
mentally the reason we have called this troublesome matter to your 
committee’s attention. 

Mr. Yates. Thank you, Mr. Kagan, for your statement. Whom did 
you talk to at Kaiser and at Alcoa, in an effort to obtain a reduction? 
’ Mr. Kagan. I talked to Mr. Ronnie Mallard at the Pittsburgh 
Office, who is the assistant to Dave Miller. He is in charge of all 
rod bar and wire for the entire Alcoa division. I talked to Mr. 
O’Halloran, who is the general sales manager of Kaiser, and Jack 
Watson, who, I believe, is in charge of all sales for Kaiser Aluminum. 

Mr. Yates. What did they tell you? 

Mr. KaaGan. Pardon, sir? 

Mr. Yates. What did they tell you? 

Mr. Kagan. Very frankly, Kaiser’s position was that they did not 
feel that they were getting their fair share of the business in the 
metropolitan area of New York City, and this was a medium 
of attempting to get their fair share of the business. 

Mr. Yates. Was this what the Kaiser people told you? 

Mr. Kaaan. Yes. 

Mr. Yarrs. The persons whom you just named were the ones who 
told you that? 

Mr. Kagan. That is right; that is right. 

Mr. Yates. Mr. Sheehan inquires whether this cut as only for the 
metropolitan market of New York or whether this cut was for the 
entire country. 

Mr. Kaaan. It applied to the alloy 5056 wire. 

Mr. Yates. Nationwide? 

Mr. Kagan. And it applied nationwide. Mr. Mallard’s—of course, 
Isay Mr. Mallard and Mr. O’Halloran. I had many smell confer- 
ences with the local offices before I got to Chicago and Pittsburgh. 
Mr. Mallard, who I saw in Pittsburgh December 27, I believe, he felt 
that the cut had not been initiated by them, but they felt they had 
to go along in order not to have Kaiser gain any competitive ad- 
vantage. In sum and substance, that was the total reaction. 

Mr. Mallard felt I was entitled to some relief. He couldn’t see 
how he could do it. He would think about it. And I think at the 
present time it still remains in the thinking stage. 

Mr. Yates. And how long ago was your conversation with him? 

Mr. Kacan. December of 1957. 

Mr. Yarrs. Do you know how many businesses there are in your 
area that do work such as you do? 

Mr. Kagan. Three that I know of, three in the area. 

Mr. Yares. Is this in the metropolitan area of New York? 

Mr. Kacan. That is right. 

Mr. Yates. Do you happen to know how many businesses there 
are like this in the country? 

Mr. Kaaan. I’m sorry to say I do not. 

Mr. Yates. Do you sell your product only in the metropolitan area 
of New York? 

Mr. Kagan. I would say 90 percent of my sales originate in the 
metropolitan area of New York City, and we have occasional sales 
outside of the area. 

99185—58——20 
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Mr. Yates. Have you spoken to your competitors in this field? 
By “your competitors’ I mean your small competitors who are like 
your company? 

Mr. Kacan. That is right, I have. 

Mr. Yates. You have spoken to them? 

Mr. Kaaan. Yes. 

Mr. Yarss. Can you tell the committee their names? 

Mr. Kaaan. I have spoken to Nesor Alloys in Newark, N. J. JI 
have spoken to—I know it as well as my right hand—Durable Wire 
Products, in Bradford, Conn. 

Mr. Yates. Are these businesses about the same size as yours? 

Mr. KaGan. I would say so. 

Mr. Yates. Perhaps we had better get an idea as to how big your 
business is. How much are you capitalized for and how much business 
do you do? 

Mr. Kacan. I would say our average sales now are approximately 
a million and a half per year. It is a small business. 

Mr. Yarrs. And how long have you been in business? 

Mr. Kaaan. I have been in business since 1942 but primarily I 
have been in the wire business about 1946 or 1947. 

Mr. Yates. You started in business in 1942? 

Mr. Kaaan. Yes. 

Mr. Yares. In this type of business? 

Mr. Kaacan. No, we were primarily in the machine shop work in 
1942 and 1943, but we veered into the wire business in 1946—57. 

Mr. Yates. You have been in this type of wire business since 1946? 

Mr. Kacan. 1947 primarily, I’d say. 

Mr. Yates. Is this true of the other businesses which you men- 
tioned? 

Mr. Kaaan. I think Nesor Alloys have been in business a little bit 
longer than we have, and the other ones, Durable, I’d say about the 
same as I. 

Mr. Yarss. And to whom did you speak at each of these companies? 

Mr. Kaaan. I spoke to Mr. Smith at Durable Wire in Bradford, 
Conn. 

Mr. Yates. Was he up against the same difficulty—— 

Mr. Kagan. Yes. 

Mr. Yates. That you are? 

Mr. Kagan. Identical. 

Mr. Yates. What did he tell you? 

Mr. Kacan. Well, we both bemoaned our fate, and I think they 
have attempted, he in his own way has attempted to secure some relief 
and I do not think he has received any. 

Mr. Yarss. Is he faced with the same thing, the same problem you 
are? 

Mr. Kaaan. Identical. 

Mr. Yates. And what about the other company? 

Mr. Kaaan. They also are faced with the same situation. 

Mr. Yates. Who did you talk to there? 

Mr. Kacan. Let me see, there are two individuals there. It is 4 
peculiar thing. I live with these people all the time, I appear before 
you and I cannot think of their names. 

Mr. Yates. I’m getting to that age myself. 
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Mr. Kaaan. As a matter of fact, I play golf with one of them. I 
will think of it, Herbert something. They are in Newark, N. J., 
which is 10 miles from New York. 

Mr. Yates. You can furnish it for the record. And what did he 
say? He said that he too was faced with the same difficulty? 

Mr. Kaaan. The same situation, that is right. 

Mr. Yates. What happens to your business then, if this continues? 
You say the result is obvious. How much longer can you go on? 

Mr. Kaaan. As I said, for the first quarter of 1958, we are at a 
break-even point. The only way we think we can overcome the 
situation is by increasing our volume. 

Perhaps the volume itself can overcome this disability. 

Mr. Yates. Is there any other place where you can get your raw 
material? 

Mr. Kagan. No, sir. 

Mr. Yates. These are the only two sources of supply? 

Mr. Kaaan. Correct. 

Mr. Yates. How about Alcan? Does Alean manufacture this raw 
material? 

Mr. Kagan. They do. 

Mr. Yates. Did you try to get it from that company? 

Mr. Kagan. I have tried in the past. They won’t supply it in the 
United States. 

Mr. Yates. They do not supply it to the United States? 

Mr. Kaaan. They do not, sir. 

Mr. Yates. Who did you talk to there? 

Mr. Kacan. Well, I say I have a letter on record in 1957 requesting 
for quotations on redraw rod, and they wrote back that—I forget the 
exact phraseology. I think Mr. Maness asked me the same question 
and I am sorry I didn’t bring that correspondence with me. I am 
trying to refresh my recollection. I think the import of the letter 
was that they didn’t have this rod for sale or didn’t fabricate it. 

Of course, I have sort of a feeling about that, Mr. Yates. I know 
this identical alloy is being produced in Canada. It is being used 
by wire producers in Canada. I know they sell it in Latin America, 
I think south of the United States, either directly through Alcan or 
through British Aluminum, but I can’t buy it directly from Alcan into 
the United States. 

Mr. Yates. At what price is it sold in Canada, do you know? 

Mr. Kaaan. I wouldn’t know, but I would think it would be in 
Canada probably about 2 cents a pound less than here, because I 
know of some people in the strip rerolling or people that use strip 
bring in aluminum strip from Canada at about 2 cents a pound less. 

Mr. Yatses. Why can’t you buy it from Canada, then, and have it 
shipped here? 

Mr. Kacan. Why can’t I? I have inquired. I have tried to buy 
it. I can’t buy it. 

Mr. Yates. Is there no distributor or is there there—in other 
words, is there anybody from whom you can buy this in Canada 
except Alcan? 

Mr. Kagan. I would say so. It is strictly a mill item. 

Mr. Yates. It is strictly a mill item? 

Mr. Kagan. That is right. 

Mr. Yates. Did you make any inquiries of Reynolds? 
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Mr. Kagan, I have made inquiry of Reynolds. They do not haye 
a rod mill. They make redraw rod in a different fashion, and we 
have sampled their rod, but it is made in too small a coil. It is not 
adequate for our wire redrawing purposes. 

These coils that come in are approximately 250 pounds per coil 
weight. Itisa large diameter, probably about the width of my hands, 
and requires a certain type of rod mill equipment to enable it to be 
drawn and rolled continuously and wound continuously and Reynolds 
does not have that type of equipment. 

Mr. Yates. What is going to happen to your business, then? Is 
there another field of operations that you can go into? 

Can you adapt your machinery to any other thing? 

Mr. Kacan. To a large extent. We also, as I told you in my 
statement, we draw and ‘Toll brass wire products, and I’d say today 
about 30 to 35 percent is in the brass business, and we are trying at 
the present time to emphasize on that because I think we get a squarer 
shake from the copper industry than we do from the aluminum 
industry. 

Mr. Yates. I didn’t hear that. 

Mr. Kacan. We get a squarer shake from the copper industry than 
we do from the aluminum industry. 

Mr. Yates. In what — 

Mr. Kacan. In this respect. For instance, in the copper market, 
there has been a declining market since November of 1956. When 
price cuts are initiated, they emanate right from the top and go right 
down to the bottom. 

In other words, the same price reduction—— 

Mr. Yatrs. What do you mean by top to bottom? You mean in 
all products? 

Mr. Kacan. Right from the copper ingot and billet to the finished 
product. In other words, when the brass mill people or the copper 
mill people have a price reduction, they reduce it to all items so that 
my competitive level remains the same, and it has been true since 
1956 that I remain competitive, in that my material costs the same 

as the people I’m competing against. 

Mr. Yates. Mr. Sheehan. 

Mr. SHeenHan. Mr. Kagan, for my own edification, on this 5056 
aluminum wire you are speaking about, is this made for the specific 
purpose of your industry or does it have general application? 

Mr. Kaaan. It has some general application. It is used for rivet 
wire in the screw and rivet industry. 

Mr. SHeeHan. Would you be able to give an educated guess as to 
how much your particular industry consumes or uses of this 5056 
wire as compared with all the rest of the industries? 

Mr. Kacan. Yes. I would say—I am guessing at it, and based 
upon conversations I have had with other people—I would say that 
the slide fastener industry uses 80 to 85 percent of the total of 5056 
alloy that is produced in the United States. 

Mr. SHEEHAN. On the basis of your guess, this is pretty much & 

specially designed wire for use in your industry. 

Mr. Kagan. I think some years ago, it was primarily developed for 
the slide fastener industry. 

Mr. SHEEHAN. If your educated guess is right, maybe I would 
conclude and perhaps I shouldn’t conclude here, that your thought 
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is that the copper industry treatment should pretty much apply here, 
because if the aluminum companies can effect a savings in their own 
end product in which they are competing with you, certainly maybe 
they should go all the way down the line. 

That is the way it looks at least on the basis of your testimony here. 

I think Mr. Yates has asked you most of the questions that I had 
in mind except that I would like to pursue one other thought for a 
couple of moments. You state that your sales are about a million 
and a half dollars per year. 

Mr. Kaaan. That is right. 

Mr. SHeeHan. How many years has it taken you to get to that 
stage? 

Mr. Kaaan. Ten years. 

Mr. SHeenan. If you were to materially increase your sales in 
order to make up for the additional cost, about how much in addi- 
tional sales would you estimate you would have to have? 

Mr. Kacan. About 50 percent more. 

Mr. SHEEHAN. So you would have a pretty rough job putting on an 
additional $750,000 worth of sales, is that right? 

Mr. Kacan. That is right. 

Mr. SHeenan. Which leads me also to this particular question. 
We would have to bear a relationship, if you got a 5 cent per pound 

Mr. Kaaan. Differential. 

Mr. Sueenan. Differential, but what part of this 5 cent per pound 
does that bear to the finished cost of the wire? I mean it may be 
infinitesimal or it may be a good part of it. 

Mr. Kacan. That 5 cents a pound, Mr. Sheehan, represents 
substantially the profit I had prior to this reduction per pound. In 
other words, this makes a difference between operating on a break- 
even point or operating at a profit. 

Mr. SHeeHAN. That again brings me to another point. We 
have heard that in another industry, and I assume it would also apply 
to your industry, that certain people of the country come out with the 
idea that in order to stimulate the economy, manufacturers should cut 
prices a flat 10 percent. 

A chap like yourself in small business who is operating on a basis 
of a net profit in 1957 of 1.8, or in 1956 at 2.8 percent, if you were to 
cut your selling prices 10 percent, you would have a tremendous job 
getting enough volume to operate profitably, would you or would you 
not? 

Mr. Kaaan. I couldn’t do it. I would like to have you bear in 
mind, Mr. Sheehan, that this price reduction by the integrated wire 

roducers was not based upon reduced costs or increased efficiency. 

t was an arbitrary cut based upon a specific purpose, to attempt 
to get more business for themselves at the cost of other people. 

I mean, I believe in reduction of prices based upon efficiency, lower 
costs, more modern machinery, but sheer price cuts designed to merely 
stifle a competitor, that is not good for anybody. 

Mr. Sueenan. Of course, I must observe to do justice that you are 
giving a viewpoint here and Alcoa and Kaiser might have a different 
picture of it. 

Mr. Kaaan. Of course. 

Mr. SHerHaNn. You don’t want the record to stay that way until 
after they have answered. On the face of things, I would say you 
have presented a very good case. 
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Mr. Kaaan. I have to some extent come here with a great deal of 
trepidation. 

Mr. Yarss. I would like to ask you this question which occurred to 
me after Mr. Sheehan asked his. 

You stated it will be impossible for you to cut your prices. Suppose 
the cost of your raw material were cut? 

Mr. Kacan. Of course. 

Mr. Yates. So that it were the same as it was to the big companies, 
Would you be in a position to cut your prices then to meet their 
competition? 

Mr. Kaaan. Of course. As a matter of fact, I have cut my prices 
to meet their competition. That is where my difficulty lies. 

They have an advantage in the raw material cost as far as I am 
concerned. For instance, Mr. Yates, on April the first, when Alcoa 
and Kaiser and the other integrated producers met the 2-cent redue- 
tion of Alcan of Canada, that was an industrywide reduction, they 
cut the 2 cents on practically all items. 

All prices were lowered by that 2 cents a pound. I mean these 
reductions are immediately carried on to the consumer. 

Mr. Yates. Let me ask you whether you have lost any customers 
as a result of this? 

Mr. Kagan. I have. 

Mr. Yares. What has been your experience in that respect? 

Mr. Kaaan. My experience in one particular case, one of the inte- 
grated wire producers are even selling lower than 5 cents a pound to 
get certain business. 

Mr. Yates. Which one is this? 

Mr. Kaaan. Reynolds Aluminum. 

Mr. Yates. I lost this. You said in one case one of your—what 
was the statement you made? 

Mr. Kaacan. The statement that I made was that I have lost a 
customer for aluminum wire. 

Mr. Yates. For aluminum wire? 

Mr. Kagan. Yes. That particular customer was able to buy this 
particular alloy at a price lower than the 5-cent cut made by the other 
integrated producers. 

Mr. Yates. I thought Reynolds wasn’t in this business. Is this a 
different type of business? 

Mr. Kacan. No. They make the wire, but they don’t make the 
rod for redraw purposes. 

Mr. Yates. I see, so that you compete against them in another 
way? 

Mr. Kagan. That is right. I actively compete against all of them. 

Mr. Yates. Counsel suggests that you have samples of the redraw 
rod and the wire with you. 

Mr. Kagan. That is right. 

Mr. Yates. May the committee see them? Will you show them to 
the committee so that we uneducated people can get to know more 
about this business? 

Mr. Kaaan. Yes, I know that can be very difficult. 

I exhibit a sample of the raw material that I buy from the inte- 
grated producers. It comes in large coils, approximately 7 or 8 feet 
in diameter, and this material is entered into wiredrawing equipment 


t 
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and reduced to finer size to meet customer specifications, and I show 
you a sample of the wire in its final stage, 

Mr. Yates. You draw even finer than this, I presume? 

Mr. Kagan. Yes. This is a typical sample of the wire used by the 
slide-fastener industry. 

Mr. Yates. And they make the zippers out of this? 

Mr. Kagan. That is right. 

Mr. Yates. Thank you very much. Now what was the nature of 
the wire that you were competing with against Reynolds, the wire 
product that Reynolds makes, the thiner wire? It doesn’t make the 
rod; is that right? 

Mr. Kaaan. I'd like to clarify. Reynolds makes aluminum wire 
in all categories for sale. 

Mr. Yartss. It does not make the rod? 

Mr. Kacan. It does not make this type of redraw rod for redrawers 
to buy, but it produces rod. 

Mr. Yates. For its own uses? 

Mr. Kacan. For its own purposes to redraw into fine wire. I am 
talking about 5056. I think they do make EC rod for resale to 
independent fabricators. 

Mr. Yates. And the instance which you gave the committee, of 
where Reynolds has undersold you by 5 cents was like the wire in that 
roll that you just exhibited? 

Mr. Kacan. That is right, very recently. 

Mr. Yates. So you lost that customer? 

Mr. Kacan. That is right. I was offered the business at the same 
price. I couldn’t afford to take it. 

Mr. Yates. When was this? 

Mr. Kaaan. Last month. 

Mr. Yates. You haven’t gone back this month to see whether 
the price is the same? 

Mr. Kaaan. He called me up, as a matter of fact, only 2 weeks ago 
and I gave him my quotation. He said, ‘‘You are still too high, Mr. 
Kagan.” 

I said, “I’m sorry, I can’t meet that other figure.” 

It is strictly uneconomic to go beyond this level. And these are 
unpublished prices, sir. 

Mr. Yates. These are unpublished prices? 

Mr. Kagan. That is right, unpublished prices. 

Mr. Yates. Does Reynolds have a published price for the wire? 

Mr. Kagan. Identical to Alcoa and Kaiser, and their out is that at 
all times they meet competitive situations. 

Of course, that is as broad a declaration as you can possibly make. 

Mr. Yates. Did you furnish the name of your customer for the 
record; or would you rather not? 

Mr. Kaaan. I was told this in confidence, Mr. Yates. 

Mr. Yates. Very well. 

Mr. Kagan. If the committee wishes me in privacy to disclose the 
name, I will. 

Mr. Yarss. That is fair enough. Now, you said you came here 
with some apprehension. Did you say apprehension or trepidation? 

Mr. Kaaan. It means the same thing. 

Mr. Yarrs. Yes. Why do you have this attitude? Are you afraid 
of reprisals? 
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Mr. Kaaan. That is right. 

Mr. Yates. What can happen to you? 

Mr. Kagan. I attempt to keep as good a relationship as I can with 
my supplier. 

Mr. Yates. I understand that, but it is very difficult for you to 
maintain a good relationship with your suppliers in view of what is 
happening now, isn’t it? 

Mr. Kacan. What can happen? Of course, their representations 
are that they will sell to anyone that will buy from them. I need 
X pounds of wire per month. I require specific deliveries. I don’t 
say that they will, but I think many things, small things, can be done 
to affect deliveries to me. 

They would probably take my orders. All orders are taken subject 
to conditions beyond their control. Who knows what can hold up 
deliveries? 

Mr. Yates. The impression I get, Mr. Kagan, is that you are just 
a little straw caught in some giant whirlwinds in an economy that is 
depressed at the moment and they are really engaged in basic com- 
petition. 

Mr. Kagan. Mr. Yates, I am not only here to speak for myself, 
There are many, many like me who would like to speak out. Asa 
matter of fact, I was cautioned not to do this. 

Mr. Yatrs. By whom? 

Mr. Kaaan. Associated business people. I was counseled not to 
do it, but I took conscience with myself, and I feel that someone in 
some small way has to demonstrate this. 

Mr. Yates. And very commendably. 

Mr. Kagan. To the country at large. 

Mr. Yarszs. I think that is very commendable, too, otherwise we 
would never get the information that we need to become cognizant 
of what is going on in American business. 

Mr. Kaaan. Yes. 

Mr. Yates. I have here a wire which I received on April 4 signed by 
Richards of South Wire Co. of Carrollton, Ga., addressed to me as 
chairman of Subcommittee No. 3 of the House Small Business Com- 
mittee, and it says this: 


Yesterday, Kaiser revised EC redraw rod price from 34.6 cents to $0.28. 


Mr. Kacan. That is right. 
Mr. Yates (reading): 


This move completely eliminates nonintegrated fabricators from participation 
in market. The following cable has been sent to Kaiser: 

“Kaiser revision of rod pricing schedule in effect eliminates South Wire and 
other nonintegrated producers from the market. Request you revise upward to 
original level, thereby allowing realistic costs and profit differential between pig 
and rod. 

“It is our opinion your new rod schedule will slow down increased usage 
of aluminum by decreasing number of people with incentive to develop new 
markets.”’ 


And then the rest of the telegram to me: 


Any assistance from your office to prevent nonintegrated producers from being 
eliminated will be greatly appreciated. 

This telegram was received during the congressional recess. When 
I returned on April 16, I wrote this letter to Mr. Henry J. Kaiser, 
president of the Kaiser Aluminum Chemical Co., 1924 Broadway, 
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Oakland 12, Calif., with a carbon copy going to Mr. Chad Calhoun, 
who is his representative: 
Subcommittee No. 3, of which I am chairman, of the House Small Business 


Committee, is in receipt of the following telegram from Mr. Richards of the South 
Wire Co. of Carrollton, Ga.— 


and I repeated the telegram: 


This subcommittee is concerned with complaints of price squeezes against 
small business. We would like to know, therefore, whether the statements made 
by the South Wire Co. are substantially correct. 

We haven’t received a reply from Kaiser to date. 

(Reply was subsequently received and appears on p. 319.) 

Mr. Kacan. Mr. Yates, I know about that situation, and I think 
that that situation that Mr. Richards speaks of is really a terrible 
situation. 

Mr. Yates. In what respect? 

Mr. Kaaan. Mr. Richards, who is president of the South Wire Co., 
General Cable, who is a similar competitor, they buy pig and ingot 
from the producers to produce EC rod which goes into electrical 
industry. 

This move will definitely put South Wire out of business and 
practically eliminate General Cable as a competitor in that particular 
phase of the business. 

Mr. Yares. How big a company is it? Do you have any idea how 
big Southwest Wire is? 

Ar. KaGan. South Wire does approximately $15 million to $20 
million a year, and their primary production is in EC rod. They 
buy the pig and the ingot to produce the EC rod. 

Now bear in mind, pig now is 24 cents. Kaiser’s reduction down 
to 28 cents, I believe it is—I have the figure— only allows a spread 
of 4 cents a pound to produce the EC rod from the pig and ingot. 
It is a physical and economic impossibility. We are close to General 
Cable and they are at their wits’ end over the situation because they 
have a tremendous plant in St. Louis doing the identical thing, and 
now they are practically in a position where they may have to shut 
down that plant because they say they can buy their rod cheaper 
from an integrated producer rather than produce their own rod, and 
that is closing down a plant of significant value. 

Mr. Yatrxs. How big a company is General Cable? 

Mr. Kagan. General Cable is one of the larger cable producers in 
the United States. I would say their sales may run $40 million, $50 
million, or $75 million a year. 

Mr. Yates. Is it a subsidiary of another company? 

Mr. Kaaan. I think that one of the copper people have a substantial 
interest in General Cable. 

Mr. Yarers. I think it is a subsidiary of Anaconda; is it not? I am 
not sure. 

Mr. KaGcan. I am not sure. One of the copper companies have a 
substantial interest in General Cable, and that item is identical with 
what has happened to me; they have done in a bigger way to the EC 
redraw people. It will affect Nichols Wire, in Davenport, identically 
the same way. 

Mr. Yates. How many wire companies are there who are going to 
be affected by this? 

Mr. Kagan. By this EC situation? 

Mr. Yarss. Yes. 
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Mr. Kagan. Offhand, I know there is South Wire, there is Genera] 
Cable, Nichols Wire in Davenport, Iowa, United Wire in Providence 
R. I., and this cut certainly is not based upon anything else but ruth. 
less competition. I think the integrated producer—and I speak of 
a field I don’t know too much about except from general knowledge 
of the industry —— 

Mr. Yates. I think it would be a good idea for this committee to 
contact those companies and see what the situation is. We are stil] 
waiting for a reply from South Water. I think we will perhaps look 
into the other companies who might be affected by this type of prac- 
tice and see just what has occurred in that respect. It is interesting 
to me to note that with respect to your case the reduction in the sale 
of the product you sell by Kaiser took place before the price dropped 
in primary metal; didn’t it? 

Mr. Kagan. Oh, yes. This is November of 1957. 

Mr. Yates. Now has there been a corresponding reduction in your 
raw material, which followed the reduction in primary metal? 

Do you understand what I am talking about? 

Mr. Kaaan. I think I understand your question. 

With respect to the November cut, there was no corresponding 
raw-material reduction to me. With respect to the April 1 general 
industrywide cut, there was a basic 2-cents-a-pound reduction right 
down the line from the raw material down to the finished product, 
but that 5-cent differential is still being maintained. 

Mr. Yates. I see. So the competitive price to yourself was re- 
duced comparably by 5 cents; is that right? It went down an addi- 
tional 2 cents in accordance with the reduction in the primary metal? 

Mr. Kagan. That is right. 

Mr. Yates. We are very grateful, Mr. Kagan, for your state- 
ment. We are trying to obtain as much information as we can on 
the price squeeze. We recognize that it is much more difficult for 
you to compete today in a time of a recessed economy than it was 
when we first began our hearings in 1955. 

At that time your problem was getting the metal, more than any- 
thing else; was it not? 

Mr. Kagean. That is right. 

Mr. Yates. And today you get the metal but at a price which will 
not permit you to stay in business, so that on the one hand when the 
metal is in short supply, you as a small-business man have extreme 
difficulty in obtaining an adequate supply to manufacture your 
product. 

Today, when metal is in abundant supply, you have difficulty 
getting it at a price which will enable you to compete. 

Mr. Kagan. That is right. 

Mr. Yates. The lot of the small-business man is a very difficult 
one. 

Mr. Kagan. I am not appearing for sympathy in any way. 

Mr. Yates. Do not misunderstand my statement. I am not sym- 
pathizing with you in that respect. I am merely stating an existing 
fact. 

Mr. Kaaan. Yes. 

I think I am perfectly willing to meet them in the open market and 
compete with them actively for the business at their published prices 
because I buy at the published price and I expect that they wil 
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conform in selling their finished product at the published price and, 
along those lines, I’ll take my chances and compete with them because 
Ican get my fair share of the business under those circumstances. 

Mr. Yates. But this is the published price, though, this new price 
of Kaiser and Alcoa Aluminum? 

Mr. Kaaan. No. This 5-cent cut is still an unpublished price, sir. 
I would like to make that very clear. 

Mr. Yares. It is an unpublished price? 

Mr. Kagan. That is right. 

Mr. Yarrs. Do you have a copy of Alcoa’s price schedule? 

Mr. Kaaan. As of April 1, 1958. Is that the one? 

Mr. Yates. And what does that indicate the price of the raw 
material to be? 

Mr. Kagan. The price of the raw material on page 6 under redraw 
rod 5056F, is 439 cents per pound in 30,000-pound quantity. 

Mr. Yatrs. And what are they selling it at? 

Mr. Kacan. A sample of the finished wire that I just exhibited to 
the committee appears, the price schedule appears on page 3 under 
the column ‘‘5056,”’ and the diameters of 0.077 to 0.097, the price as 
it appears in the schedule is 616. That is being sold at 5 cents less 
than that by Kaiser and Alcoa, and as I told you, in other industries 
is being sold lower than that by another integrated producer. 

Mr. Yarss. How do you know this specifically? 

Mr. Kaaan. How do I know it specifically? 

Mr. Yates. Yes. 

“en Kacan. Well, I sell to the very same people that these people 
sell it to. 

Mr. Yatrs. They told you what they could buy this for from Alcoa 
and from Kaiser? 

Mr. Kagan. No. 

Originally I was informed by Kaiser. I said in my statement they 
were making the cut. 

Mr. Yates. Yes? 

Mr. Kacan. Their sales representative—— 

Mr. Yates. You mean Kaiser actually told you they were going 
to sell at 5 cents lower than the price that appears in the printed 
schedule? 

Mr. Kagan. Correct. 

Mr. Yates. I see. 

Mr. Kaaan. They told me—their sales representative. 

Mr. Yarrs. And did Alcoa tell you that it was going to do the 
same in order to compete with Kaiser? 

Mr. Kaaan. Correct. 

Mr. Yarrs. Now did you see this in effect in the customers’ 
hands anywhere, your customers? 

Mr. Kaaan. In December I immediately lost all of my round wire 
sales. 

Mr. Yates. All of it? 

Mr. Kaaan. Yes, and only when I started meeting that price did 
I get some of my business back. 

I mean you get friendly with the purchasing agents. They tell 
you what the story is, that the Alcoa and Kaiser people were around 
and were offering this reduction. They are friends of mine but they 
are still going to buy it at the lower price. In December I would 
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not meet the price. I felt I was definitely unable to do so. But] 
was forced to do it in January. 

Mr. Yates. In how many instances did this occur? How many 
customers are you talking about? 

Mr. Kaaan. I’d say about 25 to 30 customers. 

Mr. Yatss. And in each of those cases you found that you could 
not sell to your old customers because of the reduction in price? 

Mr. Kagan. That is right. There is no question about that, 
I think it is an admitted situation, that they initiated this cut. | 
mean there was no denial of it. I cannot get a letter from them telli 
me these are the effective prices, but in conversations with any ind 
all of these officials, it is an admitted fact. 

Mr. Yates. I think we would like to get the names. 

The committee will talk to you in private and try to get additional 
information about your customers. 

Mr. Kagan. Fine. 

Mr. Yates. We are grateful for your cooperation. 

Mr. Kaaan. Thank you, Mr. Yates. 

Mr. Yates. You have presented a very good statement to this 
committee and given us the source of much concern in addition to 
yourself. We will try to reflect your concern and try to be helpful. 

Thank you very much. 

Mr. Kagan. Thank you. 

Mr. Yatrs. Mr. Smith, please. 

Mr. Smith, we welcome you to the committee and we will be pleased 
to receive your statement. 

Mr. Smiru. May I read it? 

Mr. Yates. You certainly may. 


TESTIMONY OF A. A. SMITH, PRESIDENT, ADAM METAL SUPPLY, 
INC, 


Mr. Smiru. I am the president of Adam Metal Supply, Inc., a small 
aluminum distributing warehouse, located at 4-63 48th Avenue, Long 
Island City 1, N. Y. 

We buy aluminum circles, sheet, rod, bar, tubing, pipe, and extru- 
sions from a domestic mill and distribute it in small quantities to 
about 1,500 accounts located mainly in the metropolitan area of New 
York City. These consist mainly of small manufacturers, machine 
shops, and metal working shops of various kinds, such as stampers, 
spinners, and tinsmiths. 

There are about a dozen companies like mine in this area, some of 
which buy from Kaiser, or Reynolds, or like me, from Alcoa. While 
I am here speaking for myself and my company, I know that my com- 
petitors are suffering the same as we are, and we have frequently dis- 
cussed this problem. 

The aluminum industry is an old one in the United States, but the 
aluminum warehousing industry grew up in World War II and the 
Korean incident, because of the need of the aircraft, airframe, elec- 
tronics, and missiles manufacturers and Government agencies for & 
steady, dependable source of supply for aluminum in small lots. 

Large companies which customarily buy directly from the mill have 
grown to depend on warehouses for smaller needs and for immediate 
deliveries. 
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The aluminum warehouses now serve as a source of supply for 
countless small businesses that could not stay in business without the 
warehouse there to serve them. 

Our warehousing industry serves an extremely necessary function. 
It is much cheaper to buy from a warehouse in smaller quantities and 
you do not have to wait a long time for delivery from the mill. 

In World War II the War Production Board found it necessary to 
grant us priorities so that we could maintain our stocks and serve the 
defense industries. 

At present we serve so many varied, necessary industries that we 
ean properly be described as indispensable. It is not unusual for a 
company in Tennessee making an atomic energy installation to require 
some I-beams in a hurry, find them in our stock, and for us to ship 
them the same day as ordered. 

It is not unusual for some Government modification center to tele- 
phone us to ship some aluminum sheets immediately to make some 
needed repairs. It is just routine for a manufacturer of storm windows 
or jalousies to call up for some angle or tubing he needs to continue 
production. 

However, aluminum was not always in ample supply. During 
eriods of shortage a certain amount of dependence was placed on 
oreign sources. ‘This metal started to come into the United States 

at fair prices, but soon began to command premium prices. Those 
who engaged in the import of aluminum did not neglect the oppor- 
tunity to make a killing by charging as high a price as they could get. 

At present aluminum is not in short supply. There is enough to go 
around. Some people say there is too much of it but I believe the 
demand will soon catch up. 

Nevertheless, at this time, importers are still bringing metal in from 
abroad,even though there is a plentiful domestic supply in the United 
States. 

And presently they are selling the metal they bring in for as much 
as 10 cents per pound less than I can sell it for, as you can see by the 
attached exhibits. 

The sale of this foreign, imported aluminum is seriously affecting 
my business and that of my competitors. Before the Korean incident 
we used to sell about 150,000 pounds of aluminum circles per month. 
Now because of imported metal, we are happy if we can sell 20,000 
pounds. We used to sell about 70,000 pounds of aluminum screw 
machine rod every month. Now we cannot sell any because the 
importers are selling it here at less than I can buy it from my domestic 
mills. 

Our warehouse industry is intensely competitive, has grown steadily, 
and has developed ever more vigorous competition. That’s the way 
it should be. I am not complaining about competition. I am com- 
plaining about unfair competition. Foreign aluminum is unfair 
competition. It is unfair because the importers are not operating 
under the same conditions we are. No; not at all. The foreign 
countries which have aluminum to sell dictate the amount, the price, 
and the terms of sale. 


As Nathaneal Davis, of Aluminum, Ltd., said, in the American 
Metal Market of April 25: 


We cannot alone, however, expect to compete against the resources of a state. 
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There is no assurance that they, the exporters or importers, will 
continue to supply aluminum in the United States when we need it or 
whether the price will be low or high. The foreign trade policy of the 
exporting country and conditions there control their exporters. The 
price in the exporting countries is not a factor because it is often 
higher there than the price they get here. They sell aluminum here 
to get dollars, not to help our industry. 

The deluge of foreign aluminum is hurting my business, and may 
result in the destruction of other small businesses such as mine. 

So that when the demand for aluminum for defense comes along 
we may not be there toserve. Thesmall manufacturer may well have 
to abandon the use of aluminum because it will not be available. 

It has been reported that imports of aluminum amount to only 
about 3 percent of domestic shipments. I have no way to prove or 
disprove that figure. But I do know my business which I have been 
in since 1931, and which I have built up from a one-man business to a 
point where I now employ about 75 people. We grew up through 
the depression, in the face of handicaps, in spite of the shortages and 
difficulties that beset us. But we cannot engage in economic warfare 
with foreign countries, and do not believe we can survive without 
some help. We do not make our own metal and cannot control the 
price. 

The policy of the United States may be for reciprocal trade. I am 
not in a position to make any large decisions about what the policy of 
my Government should be. I do know that the sale of foreign alu- 
minum by importers and brokers is hurting my business. I suppose 
I can just stand by and let my business dwindle and finally die, or else 
I too can begin to sell foreign aluminum. But, if I handle imported 
metal then I cannot be the dependable, steady source of supply that 
I have come to be, at a reasonable price, in all kinds of emergencies, 
for all kinds of businesses, because my source of supply will no longer 
be in the United States, controlled by the governmental policy of the 
United States, but abroad, and subject to foreign governmental con- 
trol, and subject to all the hazards and uncertainties of a foreign 
source, at a price dictated by opportunism and unpredictable, to the 
detriment of domestic industry, both small and large. 

I sincerely appreciate the opportunity to present my story here to 
you. My hope is that with the facts I have related you will under- 
stand better the impact of foreign aluminum and help us meet the 
situation in some way. 

I would not want to be the victim of a policy that might destroy 
me and my competitors because the Government is not aware of the 
vital nature of my function. I believe my business is essential to the 
well-being and prosperity, if not the existence of the United States of 
America. 

Just what the action to help us should be I cannot say. But I am 
a small business, the same as my competitors and most of my cus- 
tomers. I am sure you want to help us, and will try to do something 
to enable us to continue to exist. Thank you. 

Mr. Yates. Thank you, Mr. Smith, for your statement. The 
statistics that the committee has received from the Department of 
Commerce indicate that imports for the last several years have 
averaged about the same. In 1955 the imports of plates, sheets, bars, 
and so forth, according to this report from the Bureau of Mines, 
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Mineral Industrial Survey, MMS No. 2714, was 20,972 short tons in 
1955, 22,582 short tons in 1956 and for 11 months of 1957, which is 
the latest report that we can get, it was 17,792 tons, and if you take 
an average monthly figure and add it to that for the remainder of the 
year, you come out to roughly about 20,000 tons, which is about the 
same. 

Did you experience the same difficulties in 1955, 1956, and 1957 as 
you are experienc ing now? 

Mr. Smitu. We get as a service the report, this blue copy that is 
turned out by the Office of Business Economic s, the Survey of Current 
Business, and the latest issue, if you will look at the figure, the com- 
parison which affects me, which is not ingot but wrought aluminum 
products, the proportion is now up to 4 percent. We did not appre- 
ciate the impact of foreign aluminum when aluminum was in short 
supply here. In fact, we “needed some of that aluminum. But since 
they have gone through these rounds of expansion, right now there 
is plenty of aluminum here. 

Mr. Yares. You understand the figures I was reading was not of 
primary metal. It was semifab and fab, sheets, bars, and rods. 

Mr. Smiru. That is one of our troubles, that we do not have avail- 
able any real figures that we know what is going on. But if so, if 
you figure that it was 3 or 4 percent, the fact that that imported 
aluminum comes in right in the New York market, 90 percent of it, 
and they may not fe el it through the rest of the country yet, but 
as soon as that St. Lawrence seaway is open and the freight rates 
change a little bit, that imported aluminum will be affecting the entire 
country, at least my business. 

Mr. Yates. How has your business suffered? 

What were your profits in 1955, 1956, 1957, and what is happening 
now? 

Mr. Smirn. We are not losing any money. Our profits are about 
the same. They are a little less, they are running a little bit less in 
1957 than 1956, because the whole aluminum business has expanded 
80 tremendously that in spite of the fact that we have lost some 
markets, we have been able to make enough money to get along. 

Mr. Yates. You are doing much better than the big companies 
are doing, are you not? 

Mr. Smirn. That is right, we are, because we have not got so 
much to lose. 

We have got a smaller business. 

Mr. Yates. I do not understand how you have been hurt by the 
importation then. You have not been hurt yet, then, have you? 

Mr. Smirn. Well, we have. We have lost our circle business, 
we have lost our common alloy sheet business. We have lost our 
screw machine rod _ business. 

Mr. Yates. To whom have you lost it? 

Mr. Suitru. To the importers. 

Mr. Yates. Do you have specific customers that you have lost? 

Mr. Sairu. Yes, sir. 

Mr. Yates. Whom have you lost? 

Mr. Smirn. Well, I am not prepared to name any names, but we 
have lost the whole categories of business. All the screw machine rod 
users, for example, in the me tropolitan area, now use foreign rod 

Mr. Yares. All of the screw machine operators now use foreign rod? 
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Mr. Smiru. Yes, sir. 

Mr. Yates. Are you sure of this? 

Mr. Smiru. Yes, sir. 

Mr. Yates. You are a warehouser for whom—for Alcoa? 

Mr. Suirn. Yes. I would like to show you this exhibit, sir, if 
I may. 

Mr. Yates. I would be glad to see it. 

Mr. Smith shows the committee a letter from C. Tennant Sons & 
Co. of New York, 100 Park Avenue, New York, N. Y., dated April 23, 
addressed to him at his address, 4-61 48th Avenue, Long Island City, 
N. Y., reading as follows: 


GENTLEMEN: We are looking for a large user of 11ST3 aluminum rod in rounds 
ranging from ¥% inch to % inch diameter, inclusive. If you are in a position to 
buy in quantities of not less than 20,000 pounds at a time, we can offer you a price 
approximately 20 percent below domestic. 

This is not surplus or distress merchandise. It is made by a prime British mill, 
If you would like further details, write or call us immediately. 

Very truly yours, 
C. TENNANT Sons & Co, 
and so forth 

The committee has a copy of this letter which may go into the 
record at this point. 

(The letter referred to follows:) 

C. Tennant, Sons & Co., or NEw York, 
New York, N. Y., April 23, 1958. 
Re aluminum rod. 
ApaM Meta Suppty, Inc., 
Long Island City, N. Y. 

GENTLEMEN: We are looking for a large user of 11ST3 aluminum rod in rounds 
ranging from \4-inch to %-inch diameter, inclusive. 

If you are in a position to buy in quantities of not less than 20,000 pounds at a 
time, we can offer you a price approximately 20 percent below domestic. 

This is not surplus or distress merchandise. It is made by a prime British mill, 
If you would like further details, write or call us immediately. 

Very truly yours, 
R. Topper, 

Mr. Yates. Did you hear the previous witness? 

Mr. Smit. Yes, sir. 

Mr. Yates. Is it possible that some of your customers may be lost 
to some of the other big producers like Reynolds or Kaiser or the 
others? Apparently they are selling below published prices. 

Mr. Smira. I have no way of knowing that, sir, but so far as I 
know, the large domestic producers have not been able to compete 
with foreign rod. The difference is too great. 

Mr. Yates. Why? Do you know what the costs of the company 
are? 

Mr. Smiru. I have no way of knowing, sir. 

Mr. Yates. That is why I wonder how you know that the difference 
is too great. 

Mr. Sirs. Well, it just seems so. If you see a rod selling at 
around 50 cents a pound and there is a difference of 10, 11, or 12 
cents a pound, you would think that was too much to cut off American 
prices in order to meet foreign prices. I know we cannot do it. 

Mr. Yates. Ten or eleven cents a pound? What is the price per 
pound? 





ALUMINUM INDUSTRY 315 


Mr. Situ. Well, roughly screw machines start at around 50 cents 
a pound and goes up for the smaller diameters. The foreign rod 
comes in for about, or rather is being sold-—— 

Mr. Yatrxss. Do you have a comparison of prices between American 
and foreign prices other than the letter that you have shown the 
committee? 

Mr. SmitH. No, sir; not with me. 

Mr. Yarrs. Can you furnish that to the committee? 

Mr. Smirx. Certainly. 

Mr. Yates. I am sure the committee would like to have it. 

Mr. Smiru. I can give it to you offhand from my knowledge of the 
business. 

Mr. Yates. The committee would also Jike to have you furnish the 
customers whom you have lost to the importers. 

Mr. Smiru. I could give them a list, though not at the moment. 

Mr. Yatzus. We would like to go into that as well. Mr. Smith also 
furnishes to the committee a copy of a letter on the stationery of the 
Bershad International Corp., of 50 Church Street, N. Y., dated April 
23, the same date as the previous letter, reading as follows: 

GENTLEMEN: We are herewith enclosing a list of prime imported aluminum 
sheets which are available in our stock. This material is all packed, paper inter- 
jleaved, in wooden cases of about 1,000 pounds each. This is not a cleanout or 
liquidation. We are simply offering our current inventory at prices slightly 
above the cost of this material if ordered direct from the foreign manufacturer. 


We would suggest the use of our stock to fill in any items for which you may be 
in immediate need. 

Prices listed are duty paid, f. o. b. trucks free zone, Stapleton, Staten Island, 
N. Y., or f. o. b. trucks, Queens or New Jersey warehouses, depending upon the 
warehouse in which the material may now be lying. 

If you desire, we are prepared to place orders directly, on your behalf, to the 
specific specifications required by you with the best Japanese manufacturers, 

We believe these prices to be highly competitive and we will be pleased to hear 
from you as to any of your requirements. 

Very truly yours. 


Mr. Sarru. I jotted down the prices of the domestic mills alongside 
in pencil so you could have a comparison on the second page. 

Mr. Yarres. The comparison exists on the second page, and the 
letter together with the comparison may be placed in the record at 
this point. 

(The documents referred to are as follows:) 


BERSHAD INTERNATIONAL Corp., 
New York, N. Y., April 23, 1958. 

GENTLEMEN: We are herewith enclosing a list of prime imported aluminum 
sheets which are available in our stock. 

This material is all packed, paper interleaved, in wooden cases of about 1,000 
pounds each. This is not a cleanout or liquidation. We are simply offering our 
current inventory at prices slightly above the cost of this material if ordered direct 
from the foreign manufacturer. We would suggest the use of our stock to fill in 
any items for which you may be in immediate need. 

ices listed are duty paid, f. o. b. trucks, free zone, Stapleton, Staten Island, 
N. Y., or f. o. b. trucks, Queens or New Jersey warehouses, depending upon the 
warehouse in which the material may now be lying. 

If you desire, we are prepared to place orders directly, on your behalf, to the 
specific specifications required by you with the best Japanese manufacturers. 

We believe these prices to be highly competitive and we will be pleased to hear 
from you as to any of your requirements. 

Very truly yours, 
Invinc Bersnap, President. 
99185—58——21 
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Stock list, prime aluminum sheets 


ALLOY NS H/4 


Thickness Siz Quantity 





Pounds 
0.016 inch 36 inches by 94 inches___--.---| f 
0.020 inch 5 36 inches by 96 ine shes S_ 
SN riticncieeee sists | 36 inches by : 

0.025 inch 48 inches by 144 inches. _.._--- 6, 025. 
0.032 inch 36 inches by 36 inches___...--- 33, 550. 
I a. te edinientaineomanaaein ..| 36 inches by 36 inches_ -.---- 1, 509, 
0.040 inch 46 inches by 144 inches_-_--.-_-_- 998. 
0.051 inch | 36 inches by 96 inches- ---- 11, 648. 
0.051 inch 48 inches by 96 inches_-__.--- 5, 811. 
0.051 inch : 48 inches by 144 inches---- 3, 474. 
Sa eee | 36 inches by 96 inches -_..-..-- 33, 054. 
i ..| 36 inches by 96 inches 11, 014. 
0.081 inch | 36 inches by 96 inches-_-__-_-.-- 10, 993. 9 | 
0.001 inch....................| 76 inches by 96 inches--.-..--- 9, 984. 
0.125 inch | 36 inches by 96 inches--_-.-- 4, 013. 


| 


NK AOA "NONw ROO 


~ 


ALLOY 5ZS M24 


0.032 inch .| 36 inches by 96 inches 12, 479.7 | $0. 
0.040 inch. __..............-:-.| 36 inches by 96 inches- -....-. 10, 474. 5 | 
0.051 inch | 36 inches by 96 inches___._..-- 10, 516. 
0.064 inch_-__- .| 36 inches by 96 inches puma 1, 264. 
0.081 inch | 36 inches by 96 inches_-._-----.- 9, 001. 
0.091 inch ; | 36 inches by 96 inches ay 2, 018. 
0.125 ineh_. | 36 inches by = 1, 046. 
ein a ieee | 48 inches by 96 ine he Me cahwpis 4, 406.9 | 


Note,—Alcoa boxing in 1,000 lots, add 3 cents per pound and 0.015 for inwholesaling, 


Mr. Yates. Mr. Sheehan. 

Mr. SHeeHan. No questions. I might want to ask, though, do 
you handle any foreign imported aluminum at all? 

Mr. SmirH. No, sir. 

Mr. SHEEHAN. You are tied up because of your exclusive repre- 
sentation of the people you represent, or you don’t desire to handle it? 

Mr. Smitu. No. Well, both are true. We have had experience 
handling foreign metal in the past before we were distributors. It is 
a very unsatisfactory business as far as we are concerned. 

Sometimes you get it, sometimes you don’t. 

Mr. Yatss. You are Alcoa’s representative in how big an area? 

Mr. Situ. Well, there are several others besides us in the metro- 
politan area of New York City. 

Mr. Yates. Does Alcoa sell directly in the areas in which you 
hold your representation? 

Mr. Smitu. Yes, sir. 

Mr. Yarres. Do you compete with Alcoa in the sale of these 
products? 

Mr. Smiru. No, sir. They serve as mill producers and suppliers. 
We serve as warehouse suppliers. 

Mr. Yates. Do they sell the same products in your territory that 
you sell? 

Mr. Samira. Yes, sir. 

Mr. Yates. Well, then, I don’t quite understand why you are not 
competing with them. 

Mr. Smita. I took the pains to make that function clear in my pre- 
sentation and perhaps labored it a little bit strongly but perhaps I 
wasn’t clear enough. If you take a company like Republic Aviation 
that has their production plant for a certain plane, they may need 
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for a certain order for planes 10 million pounds of aluminum. They 
will place that order with the Aluminum Company of America or 
Reynolds or Kaiser, whichever it is their pleasure. But on the other 
hand—— 

Mr. Yares. For the furnishing of a small amount? 

Mr. Situ. Well, there may be one little part that would require 
500 pounds of a size and gage. They can’t put this order for 500 
pounds on the mill because it costs too much. And then at different 
times in the course of their production, they may spoil some or they 
may need some for experimental purpose, and if every time they needed 
a small quantity, they had to wait until they put a special order on 
the mill, they’d never make any planes. 

Mr. Yates. Are you permitted to sell below Alcoa’s published 
prices? 

Mr. Smitu. We never do. 

Mr. Yates. Do you know whether the other companies do? 

Mr. Situ. I don’t think that they do, because our own competi- 
tors, who are mill distributors either for Aleoa or some other domestic 
mill, we generally stick pretty closely to our prices because we don’t 
make enough profit to cut our prices very much. 

We'd be silly if we did. We mark up enough to make a fair profit. 
It is not a business that you get rich in. It is a small supply business, 
and we generally have our prices marked up enough to allow us a 
fair return, and that is about it. 

And our prices are stable, no matter who comes along. If there is a 
shortage of aluminum, those are our prices. If there is a surplus of 
aluminum, we’d like to get the same prices because there never was 
much in it to begin with. 

Mr. Yates. Do you warehouse redraw rod? 

Mr. Smiru. No, sir. 

Mr. Yaress. Is there a reason for this? 

Mr. Smiru. Yes. We do stock some wire and rod, and it might be 
that a company like Mr. Kagan, who testified before, ‘might need for a 
special orde ‘r some alloy that he would not stock in large quantities, 
such as 3’s, 2’s, and of a size that he might run out of. So he would 
pick up 500 pounds from us to keep him going until the mill shipment 
came in. 

Mr. Yarres. Would you be surprised if Alcoa and Kaiser were 
selling redraw rod at 5 cents below their published price? 

Mr. Surru. I just learned it this morning. I didn’t know it before. 
It did surprise me. 

Mr. Yarers. It did surprise you? 

Mr. Smiru. Yes, sir. 

Mr. Yates. Is this the only instance where you have ever heard 
of this happening? 

Mr. Smirx. Well, it happened in a trade or in a section of the 
industry which recently adjusted itself to a lower level. 

That is on the basis of the independent extruder who had per- 
sistently cut the mill prices, and finally all the producers decided to 
get down to the level of the independent producer. 

Mr. Yates. If you stopped this redraw rod and Alcoa and Kaiser 
cut the published’ price below 5 cents, you would be out of business, 
wouldn’t you? 

Mr. Smirx. Certainly would. 
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Mr. Yatrs. Thank you very much, Mr. Smith. 

We are grateful for your coming before us and telling us your views, 

The committee will stand in recess until tomorrow morning at 10 
and we will meet in this room. 

At that time the committee will hear from Mr. C. A. Maefie, 
president of Revere Copper & Brass Co., Inc. 

(Whereupon, at 11:30 a. m., the committee adjourned to reconvene 
at 10 a. m., Thursday, May 1, 1958.) 





ALUMINUM INDUSTRY 


THURSDAY, MAY 1, 1958 


Hovusr or REPRESENTATIVES, 
SuUBCOMMITTRE No. 3 ON MINERALS AND 
Raw MATERIALS OF THE SELECT COMMITTEE 
To Conpuct A Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 


The subcommittee met, pursuant to recess, at 10:20 a. m., in room 
1304, New House Office Building, Hon. Sidney H. Yates (chairman of 
the subcommittee) presiding. 

Present: Representatives Yates (presiding) and Sheehan. 

Also present: Irving Maness, counsel; Katherine C. Blackburn, 
research analyst; and Victor P. Dalmas, adviser to minority members. 

Mr. Yarrs. The committee will come to order. 

There may be inserted in the record at this point the statement 
respecting imports and domestic producer shipments of aluminum 
sheet rod and bar for 1957 which has been furnished to the committee 
by the Department of Commerce, Aluminum and Magnesium Division, 
dated April 30, 1958. 

(The statement referred to follows:) 


Imports and domestic producer shipments of aluminum sheet, rod and bar, 1957 


[Thousands of pounds] 





Domestic Domestic Percent of Percent of 
Imports gross net gross net 
| shipments | shipments ! 
cin thet 
Sheet and plate | 236,908,000} 1,363,082 | 1, 192, 
Sheet, plate, rod, bar | 439,264,000 | 81, 527, 357 1 
| | 


464 | 
, 309, 329 | 


1 Gross shipments minus receipts by producers from other producers. 

* Estimated at 94 percent of imports of “plates, sheets, bars, rods,circles, squares,”’ based on analysis of 
September 1957 imports. 

? Gross shipments of ‘‘plate, sheet, strip’’ as reported by the Bureau of the Census, excluding foil. 

‘Imports of “‘plates, sheets, bars, rods, circles, squares,’”’ as reported by Bureau of the Census, 

‘ a shipments of sheet and plate and rolled rod, bar, and structural shapes as reported by the Burean 
of the Census. 


Source: Department of Commerce, BDSA Aluminum and Magnesium Division., Apr. 30, 1958. 


Mr. Yares. The committee is also in receipt of a letter of Kaiser 
Aluminum & Chemical Corp. dated April 29, 1958, in reply to my 
letter of April 16, which I read into the record yesterday. In all 
fairness, I should read the Kaiser letter, too. It reads as follows: 

Dear CONGRESSMAN YarTEs: In reply to your letter of April 16 regarding our 
reduction in the E. C. redraw rod price, we wish to advise you that the conclusions 
drawn by Southwire are incorrect. This price revision will materially assist small 
business and will provide a substantial number of wire fabricators with an addi- 
tional opportunity to use aluminum in new markets. 
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The revised redraw rod price will make it possible to use aluminum in compe. 
tition with copper in building wire, in the electrical appliance market, in the 
electrical apparatus market and in the manufacture of such applications as magnet 
wire, transformer windings and communications cable. There are some 80 sup- 
pliers in the building wire field alone. 

In 1955 we forecast that within the next 10 years aluminum usage in these 
markets would increase over 800 percent. With the drop in the price of copper, 
however, the growth of aluminum in these markets virtually ceased. Most of 
the manufacturers of these products produce them from E. C. redraw rod and 
the revision in the redraw rod price will therefore provide a strong impetus for 
renewed growth in these fields. 

The reduction in the redraw rod price was also necessary to maintain the com- 
petitive position of nonintegrated cable manufacturers who produce cable from 
redraw rod. Many of these producers are small-business men. A few cable 
manufacturers, including Southwire, use aluminum pig as their starting raw 
material and produce their own redraw rod by the use of a continuous casting 
machine called a ‘‘Properzi’’ machine. The production of cable from redraw rod 
at the redraw rod price in effect prior to our recent revision was not competitive 
with the Properzi process and consequently producers who did not have their 
own Properzi machines and who purchased redraw rod were at a disadvantage. 
As a result the redraw rod market was rapidly drying up. In 1957 our redraw rod 
sales were only one-third of our 1956 redraw rod sales. 

Last fall Southwire initiated a drop in wire and cable prices and we received 
requests from nonintegrated cable producers to reduce our price of E. C. redraw 
rod. 

The present reduction meets this demand and will materially assist the many 
nonintegrated cable producers who use redraw rods as their starting raw material. 
As an example, we are attaching a copy of an unsolicited letter from Central 
Cable Corp., a nonintegrated producer of covered or insulated wire, stating that 
the revised price will be extremely helpful to them. 

The revised price also takes into consideration the recent reduction by 2 cents 
per pound in the price of aluminum pig. 

With respect to the statement of Southwire that the new redraw rod price 
eliminates them from the redraw rod market, it is apparent from the 66% percent 
drop in the redraw rod market in 1957 that this market would become nonexistent 
if former price schedules were continued. Participation in a vanishing market 
would be of no benefit to any producer. 

Actually, we believe if you will ascertain from Southwire the quantity of 
redraw rod sold by them in the domestic market and the prices at which they 
made such sales, you will find that Southwire is not in the redraw rod business. 

Basically, Southwire is in the cable business and any sales of redraw rod made 
by Southwire were, to the best of our knowledge, purely incidental. We believe 
that Southwire’s real objection to the new redraw rod price is that as a cable 
producer using the Properzi process they will no longer have the same competitive 
advantage formerly held over the cable producer who uses redraw rod as his 
starting raw material. While this advantage may be lost, we believe that South- 
wire, along with all other wire producers, will gain from the impetus given the 
use of aluminum in new electrical markets as stated in the first part of this letter. 

Very truly yours, 
D. A. RHOADEs, 
Vice President and General Manager, Kaiser Aluminum & Chemical Corp. 


To this letter of Kaiser is attached a letter from Central Cable 
Corp., a copy of a letter addressed to: 


Mr. D. A. RHOoADEs, 
Vice President and General Manager, Kaiser Aluminum & Chemical Corp., 
Oakland, Calif. 

Dear Mr. RuwoapveEs: This is to report that Messrs. Niveling and Walker have 
just visited us in Jersey Shore and outlined Kaiser’s new policy on EC redraw 
rods. We appreciated their coming to see us personally and feel that the step 
vour company has taken in behalf of insulators like ourselves has been extremely 
helpful to us. 

When we can get some more aluminum orders at profitable price levels, we 
promise to increase substantially our purchases of aluminum rods from your 
good company. We are looking forward to the arrival of this condition in our 
industry and want to thank you again for vour considerations of our problem. 

Very truly yours, 
CENTRAL CABLE CoRP., 
Joun G. Detwiter, President, 
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The committee has before it today as its witness Mr. Charles A. 
Macfie, who is president of the Revere Copper & Brass, Inc. 

Mr. Macfie, will you come to the witness stand? 

Mr. Macriz. Yes, sir. 

Mr. Yates. Will you identify, as you identify yourself, also the 
name of your counsel for the record. 


TESTIMONY OF CHARLES A. MACFIE, PRESIDENT, REVERE COPPER 
& BRASS, INC., ACCOMPANIED BY WILLIAM F. COLLINS, 
GENERAL COUNSEL 


Mr. Macrize. My name is Charles A. Macfie, and I am president 
of the Revere Copper & Brass, Inc., and our general counsel, Mr. 
William F. Collins. 

Mr. Yares. Thank you, sir. 

Mr. Macriz. Now, with your permission, I would like to read 
this statement, if I may. 

Mr. Yatres. You may, indeed. 

Mr. Macriz. Mr. Chairman and gentlemen of the committee, 
my name is Charles A. Macfie. I am president of Revere Copper & 
Brass, Inc., a Maryland corporation. My office is located at the 
executive offices of the company, 230 Park Avenue, New York, N. Y. 

I appreciate the opportunity to appear before the committee and to 
tell you something about our company, its position in the aluminum 
industry, and our relations with small business in the industry. 

As the name of our company indicates, it was founded by Paul 
Revere who, among his other distinctions, was one of this country’s 
pioneer industrialists. In 1801, Paul Revere erected at Canton, 
Mass., the first successful copper rolling mill in America and thereby 
founded our company and one of our important American industries. 

When Paul Revere’s son, Joseph Warren Revere, joined his father 
in the business it became known as Paul Revere & Son, which in 1828 
became the Revere Copper Co. The successor to this company, the 
Taunton-New Bedford Copper Co., continued its historical associations 
with Paul Revere through its preside nt, the late E. H. R. Revere, the 
great-grandson of the founder. Mr. Revere served for many years as 
a member of the board of directors of Revere Copper & Brass, Inc., up 
until his death last year. 

The present company of Revere Copper & Brass, Inc., was formed 
in 1928 as a consolidation of the Taunton-New Bedford Copper Co. 
and 5 other companies, 2 in Detroit and the others in Baltimore, 
Chicago, and in Rome, N. Y. 

The consolidation gave the United States a strong new factor in 
metals fabrication—the Nation’s oldest and largest independent 
fabricator of copper and brass products and now one of the country’s 
leading inde ‘pendent producers of aluminum mill products. 

Today, Revere Copper & Brass, Inc., has over 7,000 stockholders. 
In 1957, our average number of e mployees was about 8,500. Currently 
the number of employees i is somewhat less, but we are doing our utmost 
to keep our plants active and our men at ‘work. 

Revere’s organization is based on responsible local management of 
its 12 divisions, which are organized according to plant locations or 
products. 
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These divisions operate a total of 17 plants, located as follows: Ip 
Arkansas, 1 foil plant at Newport; in California, 3 plants—1 at Los 
Angeles, another at Riverside, and a new strip mill at Santa Ana; in 
Ilimois, 5 plants—2 at Chicago, another at Joliet, and 2 at Clinton 
including a tube mill now nearing completion; in Maryland, 2 plants 
in Baltimore; in Massachusetts, 1 plant at New Bedford, the successor 
of the original Revere works; in Michigan, 1 plant at Detroit, prin- 
cipally serving the automobile industry; in Nebraska, 1 plant at Fort 
Calhoun, near Omaha; in New York, 3 plants—1 at Brooklyn, pro- 
ducing foil, and 2 at Rome, N. Y., including our largest Revere Ware 
utensil plant. 

Among these plants the following work on aluminum: The New- 
port, Ark., plant, the two Chicago plants, and the one at Joliet, Ill; 
both the Baltimore plants; the one at Fort Calhoun, Nebr., the plant 
at Brooklyn, and one of the plants in Rome, N. Y. 

Revere’s products include a wide range of items in copper, brass, 
bronze, nickel silver, cupro-nickel, aluminum, and steel; Revere Ware 
copper-clad stainless-steel kitchen utensils, and other mill products, 

Attached at the end of this statement are 4 pages taken from 
Revere’s 1957 annual report, which supplement the foregoing infor- 
mation about the company’s plants and products, and a map showing 
the plant locations. 

Revere’s present aluminum development was a logical outgrowth 
of the company’s years of experience in the fabrication of copper and 
brass products. The company had developed a know-how in the 
treatment and handling of metals, and it also had the facilities. 

Furthermore, as an aluminum fabricator as well as a fabricator of 
copper and brass products, Revere could be impartial in its recom- 
mendations to customers and urge the use of the metal which most 
satisfactorily meets customers’ needs. We also recognized that, 
although copper and brass are far from static, aluminum offers the 
greatest growth potential of any present-day metal. 

In fact, the tendency of copper in recent years to fluctuate widely 
in supply and price has brought about some substitution of aluminum 
for a few of the time-honored uses for copper. 

Currently, the volume of imports of copper and brass products 
from England, the continent of Europe, and Japan has caused a 
serious loss of business for the brass mill industry in the United 
States. 

A similar harmful import situation is also developing in aluminum. 
Revere, therefore, favors legislation or other relief which will protect 
our stockholders’ investment and the jobs of our employees. 

Revere’s growth in aluminum fabrication has not only enabled the 
company to recapture markets that have been lost in copper, but it 
has enabled it to reach new markets and new customers. 

Until recently, Revere’s position in the aluminum industry has been 
that of an independent fabricator of aluminum mill products. 

The corporation’s background in aluminum dates from the year 
1922. One of the companies which became part of Revere was the 
Michigan Brass & Copper Co., of Detroit. 

That company was an important producer of brass and bronze ex- 
truded shapes. In 1922, it added aluminum extruded shapes and 
moldings. ‘These were extensively used by the automotive industry, 
and the Detroit plant became a recognized center for extruded metals. 
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That fact was emphasized when it was called upon to extrude uranium 
for the Manhattan project. 

Revere’s next important steps in aluminum came with World War 
II, when the requirements for aluminum far exceeded the existing 
productive capacity of the industry. Revere’s Baltimore, Md., divi- 
sion, one of the Nation’s large producers of copper tubing, undertook 
to design, build, and operate an aluminum tube mill for the Govern- 
ment. It consistently exceeded its rated capacity, and received, as 

. ry “Bo” 
part of Revere’s Baltimore operations, the Army -Navy “E.” It was 
one of the very few mills at that time able to produce high-strength 
heat-treated aluminum tubing for the frames of military aircraft. 
After the war, a portion of this equipment was purchased by Revere 
from the Government. 

Another wartime project was begun in Baltimore by Revere, with 

uipment leased from the Government, for the rolling and extrusion 
i cieneniedn alloys, primarily for aircraft use. At the time of its 
full operation, this was one of the largest magnesium sheet mills in 
the world. It later became the nucleus for Revere’s production of 
aluminum sheet. 

During the war period, Revere was also producing nonferrous forg- 
ings and : stampings, including aluminum, at 1 of its 2 plants in Rome, 
N.Y. These wartime products have since been continued as a factor 
in the corporation’s growing aluminum program. 

Another major development was the start of operations in 1944, 
the extrusion plant at Halethorpe, Md., which Revere operated for 
a nominal management fee. This plant was for the alloying, casting, 
and extrusion of aluminum tube stock; for the production and heat 
treating of aluminum and magnesium extruded shapes; and also for 
producing large magnesium and aluminum forgings. The postwar 
usage of magnesium could not support continued operation of the 
Halethorpe plant and in 1946 it was closed and later disposed of by 
the Government. 

As part of its reconversion to peacetime production, Revere, in 
1946, installed new equipment in its Baltimore aluminum facilities to 
produce aluminum extruded shapes in addition to aluminum tubing, 
with the accompanying alloying and casting equipment. Shortly 
thereafter, further tools and equipment for aluminum extrusions were 
transferred to Baltimore from the plant in Detroit in order to center 
all such aluminum operations in one location. The former Revere 
magnesium sheet mill in Baltimore was converted and reequipped to 
produce aluminum sheet, and production was begun in 1948. 

By actively seeking new and expanded markets for its aluminum 
products and by a continuing program of plant and equipment expan- 
sion, Revere had become recognized by 1954 as one of the country’s 
leading nonintegrated fabricators of aluminum products. As a part 
of the expansion program, Revere installed its own casting facilities, 
and modernized and extended its plants and equipment so that it 
could produe e material in wider widths and longer coils. 

Revere’s start in the fabrication of aluminum foil began in 1955 at the 
plants in Brooklyn, N. Y.; Newport, Ark.; and Chicago, Ill. Revere’s 
aluminum sheet mills supply the foil mill with aluminum coiled sheet 
for rerolling into foil. 

A substantial aluminum sheet mill was added during 1955-56 to 
the existing Revere copper and brass mill in Chicago. 
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Revere extended its aluminum foil business in 1956 by getting into 
the oon tion of aluminum foil food containers in the plant at Fort 
Calhoun, Nebr. An addition to this plant has been completed as of 
the first of this month and is just now coming into production. The 
foil material for containers comes from the Revere aluminum foil mill 
in Newport, Ark., which in turn obtains its raw material from Revere’s 
aluminum sheet mills at Baltimore. 

Revere has directed its marketing activities principally toward the 
manufacturing and metal- working industries avoiding, where pos- 
sible, entering into competition with its own customers 

Aluminum mill products fabricated by Revere include tube and 
pipe, coiled and flat sheet, extruded and roll formed shapes, rod and 
bar, forgings, foil, foil containers and a variety of other mill products, 
all of which start with pig or ingot which Revere currently purchases 
at prevailing market prices from one or more of the existing primary 
aluminum producers. In the folders accompanying your copies of 
this statement are some samples of our literature describing these 
products. 

Revere’s products are sold to a large number of customers in the 
many industries that use aluminum through the following channels: 

(1) Through direct sales to industry. 

(2) Through metal distributors, who are the established suppliers 
of mill products of this kind to smaller plants in the United States, 
and who make quick deliveries out of warehouse stocks. 

(3) Through sheet metal and other distributors who serve the 
building and construction industries. 

These sales are made by over 30 sales offices strategically located 
in key cities throughout the United States. 

Of particular value to our customers is Revere’s Technical Advisory 
Service, which was set up in the 1930’s to supply practical information 
to users of metals. A staff of engineers, well grounded in metallurgy 
and the various metalworking processes, was organized and one or 
more were assigned to the sales headquarters of each Revere plant. 
If any customer or prospective customer experiences problems in 
the use of metals or is in doubt about which metal process or product 
to use, the services of a Revere technical adviser are available to 
him without obligation. One of these men visits the manufacturer 
in question, familiarizes himself with the details of the problem, 
makes recommendations and stays in close touch with the matter 
until a satisfactory outcome is reached. 

Should a problem require scientific investigation or laboratory 
study, it is placed in the hands of the Revere research and develop- 
ment department for solution. In all of these matters Revere takes 
pride in its impartiality. 

Being a fabricator of copper, brass, bronze, aluminum, and even 
certain steel products, Revere feels no incentive to favor one metal 
above another. 

It is believed that this service has been and will continue to be of 
tremendous value to all metal users and especially those who cannot 
afford comparable facilities of their own. 

The majority of Revere’s aluminum customers are small concerns, 
which is evidenced by the attached exhibit prepared by our market 
research department. It shows that 56 percent of our customers 
each purchased less than 10,000 pounds from Revere in 1957. 

(The exhibit referred to appears in the appendix, p. 466.) 
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Just looking at that analysis of the breakdown which we have 
brought out primarily to show our great interest in the small-business 
men, the under 10,000 buyers are 56 percent of our total customers. 
They represent only 3 percent of our total pounds. 

In the area of over 10,000 to 100,000 pounds annually, 33 percent 
of our customers represented 24 percent of our total pounds. Over 
100,000 to 500,000 pounds annually, 9 percent of the total customers 
represent 38 percent of the total pounds, and over 500,006 pounds 
exclusive of interplant shipments we have 2 percent of the customers 
representing 35 percent of the total. 

Then we give a market breakdown which is available to you showing 
that our distribution of our sales to the building products field was 38 
percent of our total; to the consumer durable goods, 17 percent; 
transportation, 8 percent; electrical, 5 percent; machinery and equip- 
ment, 6 percent; containers and packaging, 8 percent; distributors and 
jobbers, 9 percent; and miscellaneous, 9 percent. 

Mr. Yates. Are these roughly about the same percentages as you 
found for the first few months of 1958, too. 

Mr. Macriz. We have not broken down our figures yet for 1958. 
We have not had time to gather the information, but I would imagine 
it would follow pretty much this same pattern. 

Mr. Yarrs. Would you say that was true of 1956, too? 

Mr. Macrie. 1956 analysis was very close to this breakdown here. 

The aluminum mill products fabricated by Revere start with 
aluminum pig and ingot purchased from the established producers of 
primary aluminum. 

In fairness to our customers, who depend on Revere as a regular 
supplier, we have had to make the commitments necessary to secure 
aluminum to serve them. Beginning in the early 1950’s and con- 
tinuing through 1955, when aluminum was in extremely short supply, 
Revere was required to enter into a series of large, firm, long-term 
contracts with the aluminum producers in order to assure to Revere 
and its customers the essential supplies. These contracts have not 
involved any price concession to Revere. When we made the last 
contract there appeared to be no possibility of our getting into primary 
production for several vears. 

It became clear, however, that Revere would ultimately have to 
secure its own source of primary aluminum. 

Accordingly, Revere began to study the matter of entering into 
primary aluminum production. The studies were directed toward the 
construction of a 60,000-ton reduction plant. 

During the course of such studies, Revere learned that Olin Mathie- 
son Chemical Corp. was contemplating the construction of a facility 
to produce 120,000 tons of aluminum annually. It appeared to both 
companies that it would be mutually advantageous to combine the 2 
projected facilities into a 180,000-ton plant which would afford greater 
operating economies and a more efficient operation than would either 
facility alone. 

Negotiations were entered into and an agreement reached in the 
summer of 1956, pursuant to which a new corporation, Olin Revere 
Metals Corp. (now Ormet Corp.) was organized for the purpose of 
producing primary aluminum. 
The Ormet facilities include: 











326 ALUMINUM INDUSTRY 


(1) A 345,000-ton alumina plant being built with deep water 
dockage at Burnside, La. 

(2) Chartered barges to transport the alumina up the Mississi pi 
and Ohio Rivers from Burnside to the reduction plant on the Oho 
River. 

(3) A 180,000-kilowatt power station to be owned by a 100-percent 
subsidiary of Ormet, Ormet Generating Corp., and to be powered 
by coal mined directly on the site at Cresap, W. Va., which is across 
the Ohio River from the reduction plant. 

Details of the financing of the Ormet aluminum project are con- 
tained in the statement and testimony of Mr. Walter F. O’Connell, 
president of Ormet, and will not be repeated here. 

By agreement, Ormet’s output of primary aluminum will be taken 
at cost—66 percent by Olin Mathieson and 34 percent by Revere, 
Any cost predictions at this point would be quite theoretical and 
arbitrary. 

We do know, however, that the Ormet facility, just as any other 
new aluminum project, will have substantial preoperating and startup 
costs. 

Ormet is owned 50 percent by Olin Mathieson and 50 percent by 
Revere. Olin Mathieson has the option to increase its ownership to 
66 percent by buying part of Revere’s interest at Revere’s cost. 
The 66-34 division of output resulted from arm’s-length bargaining 
between the parties. It reflects, among other things, the facts that, 
when the 2 parties decided to join forces, Olin Mathieson was some- 
what further advanced with its plans than Revere and that Olin 
Mathieson contemplated a 120,000-ton plant. If Olin Mathieson 
should decide to exercise its option, the parties’ holdings of Ormet’s 
securities will conform to the 66-34 division of output. 

I am advised that Ormet is starting up its first pot line this week 
and that the alumina plant at Burnside was started up about April 21. 
Revere has placed its first order for primary aluminum with Ormet 
and we hope soon to begin receiving metal. During the balance of 
this year we expect to receive primary aluminum from Ormet in 
increasing quantities until full production is reached in the last 
quarter of this year or the first quarter of 1959. 

Some of the metal will, of course, support Revere’s own production. 

However, Revere is planning to sell a substantial part of the Ormer 
production as primary aluminum to other fabricators. 
» Revere’s iia will be to sell primary aluminum at all times, 
assuring our customers of continuous, dependable supplies. We will 
take care of our customers’ needs without requiring them to make 
long-term contractual or other commitments to us. 

In relation to the three large primary producers, Revere is still a 
very small factor in the aluminum industry. We are confident, how- 
ever, that Revere and its people have the experience and the skills 
to compete effectively in the industry. While at present there is an 
oversupply of aluminum, we believe that the industry will resume 
its pattern of growth and Revere hopes to contribute to and participate 
in that growth. 

Mr. Yares. Thank you, Mr. Macfie, for an excellent statement. 
The committee is, of course, aware of the high position that your 
company has occupied in the metals industries of our country for a 
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long time, and we are very grateful for the information that you have 
given us. 

We are interested in a little more information pertaining to your 
entry into the aluminum field. On page 7, you indicate that when 
aluminum was in extremely short supply, Revere was required to 
enter into a series of long-term contracts in order to assure yourself 
and your customers essential supplies. 

Did you find that you were unable in 1955 to get the metal that you 
needed for your purposes and for your customers? 

Mr. Macris. I think in 1955 that you have a situation where 
nobody was at all happy with what they could get, because the 
demand for the product was so much larger than it had been at any 
other time, there was bound to be a created shortage. So we, like 
others, I guess, were suffering from the lack of enough material that 
we could sell at that time. 

Mr. Yares. I notice that you had long-term contracts. Were you 
able to get all the metal that you were contracted for? 

Mr. Macriz. When we entered into these contracts, we obtained 
what we needed and what we foresaw we would need in the years 
ahead. 

Mr. Yates. When did you decide to go into the aluminum business? 

Mr. Macrin. Are you going back to the fabricating or the pri- 
mary? 

Mr. Yates. Primary. 

Mr. Macriz. We began our studies of entering the primary business 
in 1955, the early part of 195: 5, possibly the latter part of 1954. Look- 
ing ahead as our ambitions were to grow in this industry, we had seen 
ourselves improve, we felt that the logical step for us would be to 
review the possibility of entering the primary market, and as a conse- 
quence, we assigned people to “make a study of the availability of 
power, plant sites, alumina, and decided that if we could arrange 
financing, if we could get a certificate of amortization with the Govern- 
ment, that we would go into the primary business. 

Mr. Yares. Did you get your certificate? 

Mr. Macriz. We did not. 

Mr. Yates. Was there a reason ascribed? 

Mr. Macrrig. The reason ascribed by Dr. Flemming at the time 
was that the aluminum program was closed. 

Mr. Yates. When was this? 

Mr. Macrig. That was in 1955. I think we have some chronologi- 
caldates. It might be just as well to put it on the record. 

Mr. Yares. I don’t understand this. As I remember it, the con- 
tract that Harvey received from the Government was dated Septem- 
ber 1955 

Mr. Macriz. That is correct. 

Mr. Yarres. When did you talk to Dr. Flemming, when in 1955? 

Mr. Macris. I think we have a record here. Our application was 
fled on August 2, 1955, for facilities with an estimated cost of 
$52,776,000, with a production of 120,000 tons of alumina and 60,000 
tons of aluminum pig and ingot. 

Mr. Yarns. Was this the first step that you took? 

Mr. Macrin. That was the first step to apply for a certificate. 

Mr. Yates. You had not spoken to Dr. Flemming before? 
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Mr. Macriz. We had not spoken to him directly on the subject, 
And then in September 1955, the GSA announced signing a contract 
with Harvey for long guaranty advance payment purchase guaranties 
with respect to a $56 million plant in The Dalles, Oreg. 

Again in September, GSA had a press release on the background 
of the Harvey contract, which is on the record. 

On September 22, 1955, ODM announces closing expansion goal 
for primary aluminum production. 

On October 12, ODM denied Revere’s application on grounds that 
there was no present or prospective shortage in capacity. 

Then we followed it up with letters to Dr. Flemming, which were 
delivered in person by Mr. Wilson, who is in charge of our aluminum 
sales and our Washington counsel, Mr. Jack Cardon. 

Then we had a subsequent letter from Dr. Flemming in February 
of 1956 in which he claimed there was no discrimination and that the 
goal was closed. 

We followed it up again with another letter stating that the Harvey 
project had not been started, that the Alcoa expansion at Massena 
would not be available until 1959 and 1960, and that certain non- 
certified expansions of Reynolds and Kaiser are possible because of 
favorable market guarantee contracts with the Government. 

Mr. Flemming’s reply to this letter stated again that the capacity 
was more than enough to meet the definite needs, and the conditions 
are such that further incentive is unnecessary. 

We had a further letter from Mr. Stanley N. Barnes, Assistant 
Attorney General, Antitrust Division, concerning a denial of the appli- 
cation and the effect on Revere’s entering the primary field which we 
answered, stating our position, but nothing happened. 

We did not get a certificate. 

Mr. Yates. Over what period of time did these discussions take 
place? 

Mr. Macrin. Started from August of 1955 until April 1956. 

Mr. Yates. In the course of the conversations, was it indicated 
why Harvey was receiving the tax-amortization certificates and the 
contract and why your application was being rejected? 

Mr. Macrir. No, I don’t think so, other than to say that there 
had been—and this I think was through a press release, that from the 
inception of the first round and continuing to the present, the Anti- 
trust Division of the Department of Justice and various congressional 
committees, such as the Joint Committee on Defense Production, and 
the House Committees on Judiciary and Small Business, have 
strongly and repeatedly urged that the Government bring one or 
more new independent producers into the field in order to broaden 
the competitive base and to strengthen national defense. 

And I think that was the background about the time of the Harvey 
release. 1 don’t know when they applied, and I haven’t got the details 
of that. But we felt at that time that we were not being treated in 
the same manner as other producers in the aluminum industry. 

We did not ask for any contracts. We just asked for a certificate 
of amortization. 

Mr. Yates. Did you seek to purchase any tax amortization certifi- 
cate or to buy one? Anaconda made an arrangement with Harvey 
under the terms of which they both went into business together, and 
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subsequently Anaconda purchased Harvey’s interest in the firm which 
had the tax-amortization certificate. 

Did you seek to make the same sort of an effort to obtain a tax- 
amortization certificate? 

Mr. Macriz. No. Our only approach was what we felt was a 
proper way, to apply through the ODM and General Services Admin- 
istration for tax certificates to support this projected facility. 

Mr. Yates. Did you also seek a contract comparable to those 
which the Government gave to Reynolds, to Kaiser, to Alcoa and to 
Harvey for the purchase of your surplus aluminum? 

Mr. Macriz. No, we told them that we did not seek any contract 
governing the actual output of the metal to the Government. All 
we asked for was the assistance in the form of tax amortization. 

Mr. Yates. As I recall that period, there were tax amortization 
certificates that were being given to other businesses at that time. 

Mr. Macrie. I think at that time and subsequent to that time. 

Mr. Yatsrs. Yes? 

Mr. Macriz. But not as far as we know in the aluminum industry. 
I think they were closed. The last one probably was the Harvey, as 
far as my recollection goes. 

Mr. Yares. You have indicated that you proposed to sell primary 
metal. Will this be sold at the published price? 

Mr. Macrtier. It will be. 

Mr. Yarrs. When Mr. O’Connell was before us, I asked him about 
the possibility of selling metal cheaper than the published price and he 
indicated that it couldn’t be done, because anything lower than the 
published price, and I quote his answer: 

Anything lower than the published price would, in my judgment, provide 


completely inadequate return on the large investment made in the aluminum 
facilities. 


At the time he testified the published price was $0.26. I asked him 
the additional questions: 


If Alcoa or Reynolds decides to cut the price by 1 cent would you follow suit? 
He said: 


We would have to because we would be in a position of offering metal at 1 cent 
over the published price, we would sell absolutely none. 


I asked: 


If Aleoa and Reynolds wanted to drive you out of business, according to your 
previous statement, inasmuch as you have a low-profit factor, all they’d have to 
do is cut the price by 1 cent or 2 cents? 


And Mr. O’Connell said: 


I suppose if this continued, our company would end up out of business although 
we have a rather substantial earning capacity other than aluminum. 

The price is now $0.24? 

Mr. Macriz. Yes. 

Mr. Yatrs. Does this mean that when you sell primary metal at 
$0.24, that you will be losing money? 

Mr. Macrig. I don’t think we could answer that question directly, 
because we haven’t any costs out of this new facility. It has just 
turned over this week. The first potline got started. 

But on a projected cost basis, I would hope that we would have 


some profit, but we won’t have as much as we would have had at 
$0.26. 
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Mr. Yates. Is there a possibility you may sell more metal at $0.24 
than you would at $0.26 to make up the difference? 

Mr. Macrisz. I doubt it very much indeed, I doubt it very much, 

Mr. Yartrs. Incidentally, what is happening to your sales? Are 
they going up over last year? How is the aluminum business now? 

Mr. Macrig. I think the aluminum business is about holding its 
own in relation to last year. There is an indicated slight i improvement, 
I think, in April, but I think it is so little that it doesn’t foretell any 
trend at the moment. 

Mr. Yates. How is your company’s business? 

Mr. Macris. Overall or in just aluminum only? 

Mr. Yates. I know overall you are doing pretty well; aren’t you? 

Mr. Macrir. Not as well as we should. 

Mr. Yares. Your answer to that question would always be the 
same; wouldn’t it? 

Mr. Macrir. No. We have had some years we have been re asonably 
proud, but we are not proud now. 

Mr. Yares. Is that the fault of your company or the fault of 
other factors? 

Mr. Macriz. No, I think it is just simply an indication in the 
decline in the volume of business which is rather severe anyway, and 
particularly for people in the metal field at the moment. 

We are vitally interested and vitally affected by what happens in 
the Gutemsolive industry. It represents to Revere in its copper and 
brass around 25 percent of our normal sales of copper and brass 
products. 

Aluminum, of course, is a very incidental thing with us at the 
moment. 

Mr. Yares. And because of the condition of the automobile 
business, why Revere also is in a depressed state? 

Mr. Macriz. That is right. Our volume is down very materially. 
We are also down, I would like to reemphasize, we are down very 
materially by the effect of imports of copper and brass which has 
reached a very serious condition in the industry. 

It is a threat, a serious threat to the overall price structure. I 
think it is a very serious threat to the profit, and it certainly imposes 
a very definite threat to our employees. 

Mr. Yates. Where are the imports coming from? 

Mr. Macrrie. They are coming from England, West Germany, 
Belgium, Italy, Japan largely, and Chile. 

Mr. Yares. Are we talking about fabricated copper and brass? 

Mr. Macriz. We are talking about fabricated products in the 
form of sheet, rod, tube, and in that category. 

Mr. Yares. Is there not a tariff on these products now? 

Mr. Macrir. There is no tariff at present on prime copper coming 
into the country. 

There is a reduced tariff on the fabricated products reduced mate- 
rially from what was in effect in the original 1930 agreement. It has 
been reduced 50 percent, and it has had subsequently 3 declines of 
10 percent each, so that it has reduced the tariff very materially. 

Mr. Yates. Do you find competition in fabricated alummum 
products and semifabricated? 

Mr. Macrir. I think that is beginning to become effective. We 
notice more of it, and the prices, of course, are rather startling to us, 
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and the fact that we cannot possibly meet them. We can’t match 
their low labor costs, so that we have nothing much to do but pass 
up the business which we don’t like to do. 

Mr. Yatss. On page 3 you made this statement: 

We also recognize that although copper and brass are far from static, aluminum 
offers the greatest growth potential of any present-day metal. 

Is this one of the reasons you are moving out of copper and brass 
and into the aluminum field, or do you propose to continue in copper 
and brass and augment your. production with aluminum? 

Mr. Macriz. Our purpose is to continue very actively in the copper 
and brass business because basically that is where we started, but we 
intend to augment our facilities with the sale of aluminum. 

In other words, we could sense the loss of markets, so when you are 
losing something, you had better join them. 

Mr. Yates. That is right. 

Mr. Macriz. And that is what we did. 

Mr. Yates. Is aluminum taking away more and more copper 
markets? 

Mr. Macriz. It is encroaching, yes, with the very good reason it 
has economic advantages and the metal performs equally well under 
certain circumstances, so that you cannot fight that situation. 

You might just as well recognize it, and it is cheaper. 

Mr. Yates. This makes me wonder about the statement in the 
letter from Kaiser Aluminum Co. which reads: 

The revised redraw rod price will make it possible to use aluminum in com- 
petition with copper in building wire in the electrical appliance market, in the 
electrical apparatus market and in the manufacture of such applications as 
magnet wire, transformer windings and communications cable. 

Can it not compete with copper even without such a reduction in 
price? 

Mr. Macriz. We are not in the wire and cable business. 

Mr. Yates. No. 

Mr. Macrrr. So I do not feel that I could answer that question 
too well. 

Mr. Yates. But from your experience, aluminum is offering com- 
petition more and more to copper in all fields, is it not? 

Mr. Macriz. That is true, but in the electrical field you have a 
lot of other factors you have to take into consideration, the amount 
of cross sectional area that you might have to use of aluminum as 
compared with copper, and these things tend to balance out some of 
the costs. 

Mr. Yates. What about the hot metal contracts that Reynolds 
has? Do you foresee at any time that Revere will go into the business 
in this respect? 

Mr. Macrie. I will tell you, we are always openminded on any 
new prospect that means we can sell more metal, so if a hot-metal 
contract looked favorable to us at the time we would look at it very 
carefully. 

Mr. Yarrs. Would you be in a position to furnish hot metal? 

Mr. Macrisz. I think we could with our facility there at Ormet. 

Mr. Yarns. Do you contemplate using hot metal yourselves for 
your fabricating facilities? 

Mr. Macriz. No; we do not. 

99185—58——22 
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We have to take it in the cold form and ship it to our different 
divisions. 

Mr. Yates. Mr. Sheehan. 

Mr. SHerHan. Mr. Macfie, I notice in your statement that you 
and Olin, of course, control the Ormet Corp. Aren’t you in turn 
subsidiary of American Smelting & Refining Co.? 

Mr. Macrie. We are not a subsidiary of American Smelting « 
Refining Co.; no, sir. We are completely independent, but American 
Smelting & Refining Co. own about 35.8 percent of Revere’s out- 
standing stock. That was acquired, I might say, by the merger of 
Revere in 1928. American Smelting & Re fining Co. at that time 
owned two of the companies that went into the combined organization, 

Mr. SHeenan. May I ask this question, then? In your estimation, 
does this percentage of the ownership of the stock give them pretty 
much control of your corporation? 

Mr. Macrie. It depends on what you would mean by “control,” 
Mr. Sheehan. 

I would say from the standpoint of management and operation 
they do not in any way interfere or direct how we should run our 
company. 

It has been a very satisfactory relationship. 

Mr. Surenan. However, if they were not satisfied with your man- 
agement as president of the company, this very large percentage of 
the stock would not be voted in favor your continuing as president, 
would it? 

Mr. Macrisz. That is the risk you take. 

Mr. SHerHan. The reason I ask this question is because it seems 
to me that you were talking about the possibilities of recommending 
legislation or other relief to protect you apparently from the foreign 
imports coming into the country. 

Mr. Macrig. Correct. 

Mr. SHeenan. For a long time your company has used a tre- 
mendous amount of copper, and it is my understanding that the copper 
requirements, we only manufacture about one-third in our own coun- 
try and we import about two-thirds from foreign countries, so hasn’t 
your company been enjoying the benefits of a certain amount of cheap 
foreign labor in buying foreign copper, if you have ever bought any? 

Mr. Macrie. That is really a big piece of a question there all in 
one, but I can tell you this. I think the figures are not quite correct. 
I do not want to appear to correct your own statement there. 

Mr. SHEEHAN. | am not sure of my figures. This information 
was given to me. 

Mr. Macriez. I think you would find that the production of copper 
in the United States would be more likely to be two-thirds of what is 
consumed here and only one-third is imported. It is reversed. We 
buy all our copper within the United States because the 2 major 
producers, Anaconda and Kennecott, are owners of these 2 Chilean 
operations, and they sell both domestic and foreign copper at the 
same price, so it is incidental to us where it comes from. 

Mr. SHEEHAN. In other words, you may be buying all of your 
copper here in America, but still it might be a good proportion of it 
eventually is imported. 

Mr. Macriz. It could be intermingled; yes. 
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Mr. SHEEHAN. Because naturally all of us are quite interested in 
the tariff problems and in the problems of imports, although I think 
the Commerce Department furnished us some figures here the other 
day, if I remember, that the imports of aluminum have held about 
steady for the last 3 years, and that therefore we have heard several 
witnesses testify to the fact that they are running into a lot more or 
they feel they are running into a lot more competition from imports, 
but the figures apparently do not show that, and I was just wondering 
whether it is just a spotty thing. 

Mr. Macrin. No; I would suspect, Mr. Sheehan, that you will find 
what will happen in aluminum is what has happened already in the 
copper and brass industry. 

Back in 1930 we were an export nation. We exported something 
like 90 million pounds, if I am guessing correctly. Today we are an 
import nation of copper- and brass-fabricated products, last year to 
almost 100 million pounds. 

And what you find is this: Starting from 1949, the imports of fabri- 
cated copper and brass products was about 1% percent of the total 
domestic industry, but as of January of this year it is 11 percent. 

It has gr adually increased, and it will continue to increase, because 
it is utterly impossible for our company to meet the competition of 
imported fabricated copper and brass products. They are running 
about 20 to 23 percent below our prices. 

Mr. Yarrs. What is the labor factor in the costs that go into the 
manufacture of aluminum? I am told it is a very small proportion; 
is it not? 

Mr. Macrir. In aluminum? 

Mr. Yatss. Yes. 

Mr. Macrirz. I contemplate this will happen in aluminum. You 
are talking in primary aluminum, your direct labor factor may be 
small, but in fabricated aluminum your direct labor factor is large. 

Mr. Yates. But if you make your own primary metal, won’t you 
be in a position to compete with imported? 

Mr. Macriz. You cannot. You have to start with this premise. 
The cost of primary aluminum today is 24 cents. 

Mr. Yates. That wouldn’t be the cost to you. 

Mr. Macrir. No; but it is the cost which we will put into our 
fabricating, because that is what we would have to pay if we had to 
buy it. We have got to get something on our investment in this 
Ormet Corp., so insofar as we are concerned at the fabricating level, we 
figure our costs at 24 cents. Now then, you can take an average price 
for products of aluminum, say 45 cents, so you have got about 21 
cents of a fabricating cost over the price of prime aluminum. Now 
out of that 21 cents, we find that the foreigners are quoting some- 
where between 5 to 10 cents per pound below us, and that comes out 
of that spread between the prime aluminum and the fabricated product 
price. 

That is true on copper and brass. 

Mr. SuHeEenan. In other words, I think, if I understand your answer 
to Mr. Yates, that your problem is not going to arise in the import 
of the prime metal, but your problem is going to be the competition 

from the fabricated materials that come into the country. 

Mr. Macrir. I think that will be more likely true, though we are 
subject, of course, to whatever prices that the Canadian Aluminum 
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Co. might choose to quote in this country, such as they did here 
recently when they dropped the price to 24 cents. The xy only repre- 
sent 12 percent of the prime aluminum sales in this country, but they 
have still dictated the price for the rest of us. 

Mr. SHeenan. Of course, Mr. Macfie, we have been wrestling with 
that thing for about 3 years that we have been holding these aluminum 
hearings. 

Many times the point is made that there is monopoly in the indus- 
try when everyone has the same high price, but no one seems to give 
the industry credit when everybody goes down to meet a certain 
competitor, which is also the same picture in reverse, and that there- 
fore if 1 company, as you say, only controls 12 percent of the pro- 
duction yet can force everybody else in the industry to come down 
to meet its price, apparently no one can control the entire price 
structure. 

Mr. Macriz. That is correct; that is very correct. 

Mr. SHeenan. I noticed, and I must compliment you very much 
for your statement on page 9 where in the last sentence you say: 

We will take care of our customers’ needs without requiring them to make 
long-term contractual or other commitments to us. 

It seems to me this means that you are going to sell to anyone 
without a contract as they may want to buy whateve © quantity they 
may want to buy. But won’t that leave you in a rough position in 
case someone else reduces their price? 

You might lose your customers in a hurry. 

Mr. Mac Fiz. We have lost them already. That, I think, is the risk 
of selling that you have to take. We have never been in favor of 
long-term contracts. We have never bought copper on a long-term 
contract basis. 

We do not sell copper and brass products on a long-term-contract 
basis. 

We have done our business more or less within a short period, say 
within a 60- to 90-day cycle. And that is what we would expect to do 
in aluminum. If somebody wants to contract with us, we would 
certainly be willing to sit down and contract with them, ‘but we are 
not going to require them to enter into long-term contracts. 

Mr. SHeEenan. I assume that is primary metal? 

Mr. Macriz. That is right. 

Mr. SHEEHAN. Because the previous sentence was that the policy 
will be to sell primary metal. 

Mr. Macris. That is correct. 

Mr. SHeenan. That refers to the primary metal. 

Mr. Macrir. There are no contracts that I know of entered into 
for the fabricated products on a long-term basis. 

Mr. Sueenan. Of course your company is in a position where with 
your agreement with Ormet you are going to have to take one-third 
of their production and get rid of it somehow: - is that correct? 

Mr. Macrie. That is true. 

Mr. Sueeuan. I hope you are successful. 

Mr. Macrrie. You don’t wish it any more than I do. 

Mr. Yares. I am interested in this deal you have with Ormet. 
There was a $450 million financing arrangement as I remember it, out 
of which you put up $150 million and they put up $3 million, is that 
correct? 
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Mr. Macriz. No. The Ormet—— 

Mr. Yares. Or have I confused that? 

Mr. Macrie. You have confused that. Ormet is a $231 million 
program, of which $200 million was borrowed from banks and insur- 
ance companies and $31 million, the equity capital, was supplied by 
Olin and Revere in equal proportions. 

Mr. Yates. And are both of you equally liable on the indebted- 
ness? 

Mr. Macrie. That is the basis I think on which the loans were 
made, that they felt that both companies were sufficiently able to take 
out their proportionate share of the production. It is a take-or-pay 
deal. You have got to take it. 

Mr. Yates. And the distribution of the benefits of the contract 
would go on the basis of the investment of each of the companies? 

Mr. Macriz. Because the costs are allocated, you see, to the 2 com- 
panies, so we get 34 percent of the costs and Olin would naturally 
absorb 66 percent because they take 66 percent of the production. 

Mr. Yates. I want to return to this question of costs again. 

You say that you are buying metal from Ormet at 24 cents, the 
published price. 

Mr. Macrin. No, I did not say from Ormet. I said we were 
buying metal from other producers. We will buy metal from Ormet 
at cost. Whatever the cost is at Ormet, we will take the metal at 
the full cost involved in the production of the metal. 

Mr. Yates. I was under the impression that you were charging 
24 cents. 

Mr. Macriz. No, that is our internal accounting as we handle it 
within Revere. We will charge our fabricating division with a 24 
cents metal charge. 

Mr. Yatss. The price you pay Ormet from your fabricating divi- 
sion will be 24 cents. 

Mr. Macrin. No. 

Mr. Yates. Don’t you buy it from Ormet? 

Mr. Macris. We buy it from Ormet at whatever the cost is to 
Ormet to produce the metal. It might be above 24 cents, it 
might be below. 

Mr. Yates. I may be slow in following you on this. When you 
say “‘we,” who do you mean by ‘“‘we’’? 

Mr. Macrie. I mean Revere and Olin. 

Mr. Yates. Revere and Olin each buys it at cost. 

Mr. Macriz. That is right. 

Mr. Yarns. All right. Now who buys it at 24 cents, one of your 
divisions, your fabricating division? 

Mr. Macriz. Well, let me explain it so it will be a little clearer to 
you. The way we operate in Revere, we control all of our metal 
costs at what we call our general central office. That is where the 
accounting is. 

Mr. Yatss. Yes. 

Mr. Macrisz. And to our fabricating division, like we have a fabri- 
cating division in Baltimore, we would charge them 24 cents for any 
aluminum that they might use for the fabrication of the product. 

_ That just keeps them—we just want them to make money fabricat- 
ing. That is the reason we doit. If we can. 

Mr. Yates. And you want the other to make money. 
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Mr. Macrie. That is right. We control the buying of copper and 
brass and aluminum and always have. 

Mr. SHeenan. In other words, what you are trying to do is you do 
not want your fabricating division to have to take up the profits or 
pay the losses of any mistake or poor judgment in this other business 
operation. 

Mr. Macrin. That is correct, exactly. 

Mr. Yates. Has your fabricating division been able to buy metal 
at less than the published price prior to your going into this with 
ORMET? 

Mr. Macrie. Not at any place I know of. 

Mr. Yates. We had been informed that some of the companies 
which had long-term contracts were adhering to their contracts, selling 
primary metal at less than the price they paid, but buying scrap, very 
good scrap, at lower prices and using that as the basis for their manu- 
facture and in that w ay, they had a lower cost. 

Did your company do it? 

Mr. Macrtg. No. 

Mr. Yates. Were you aware of the fact that this was being done? 

Mr. Macris. It has been reported to us but we haven't been 
particularly interested in finding it out or following it through because 
it didn’t involve anything that we wanted to get into. 

Mr. Yates. Do you propose to buy scrap? 

Mr. Macrre. We will buy some scrap, yes, as we need, but our 
requirements of scrap are very moderate, up to now, since we generate 
so much scrap in our fabricating operations, it is more than we need 
as a rule, so we do not have to go on the open market to buy se rap. 

Mr. Yates. Do you require your customers to return scrap to you? 

Mr. Macrre. We don’t require them. We would much rather 
they kept it, but they have a very bad habit of wanting us to take it 
back. 

Mr. Yares. Is there any other copper company that has interest 
in a@ prime producer? 

Mr. Macrige. Would you repeat that? 

Mr. Yates. Is there another basic copper company that has interest 
in the prime production of aluminum? 

Mr. Macrie. Anaconda. 

Mr. Yates. Has an interest in—I meant in another producing 
company, another aluminum producing company. We are under 
the impression that Kennecott has an interest in Kaiser. Were you 
aware of that? 

Mr. Macripe. I think they have a stock ownership im Kaiser. 

Mr. Yates. With Revere Copper? 

Mr. Macrre. In which way do you mean? I don’t know what 
percentage of stock Kennecott owns in Kaiser. I think it is public 
record, but I don’t know what it is. 

Mr. Yates. Could you meet foreign competition if you go into the 
scrap market rather than the primary metal market? 

Mr. Macrrie. I don’t think so. 

Mr. Yates. You can meet that competition better if you use 
virgin metal rather than scrap. 

Mr. Macrir. I don’t think we can meet the competition either 
way, to be very frank with you, but I don’t think the scrap market 
provides any medium by which you could compete, because there is 
only a certain amount of scrap you can afford to use anyway. 
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You have to be very careful how much scrap you do use in castings. 

Mr. Yarrs. Can you meet the competition in the sale of primary 
metal? 

Mr. Macrir. That I hope we don’t have to do. In other words, 
it is not our expectation to sell primary metal in any foreign market, 
if that is the question. 

Mr. Yates. No. Suppose there are some who import the pig from 
foreign countries and bring it into this country at a lower price than 
$0.24? 

Mr. Macrrir. That could happen. I don’t know what we would 
do under those circumstances, because we have enough aluminum 
facing us that we are not interested in adding any more. 

Mr. Yates. Mr. Macfie, we are grateful for your coming here and 
giving us the benefit of your knowledge and views and the history of 
your company and its problems. 

We have benefited by it and we want to thank you again for coming 
down. 

Mr. Macriz. Thank you, I appreciate it very much having this 
chance to speak with you people. 

Mr. Yates. The committee will stand in recess until May 6, when 
hearings will be conducted in room 217. 

Thank you. 

(Whereupon, at 11:20 a. m., the committee adjourned to reconvene 
on Tuesday, May 6, 1958.) 
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TUESDAY, MAY 6, 1958 


Hovsr or REPRESENTATIVES, 
SUBCOMMITTEE No. 3 on 
MINERALS AND Raw MATERIALS OF THE 
SeLtect Committers To Conpuct a Srupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:20 a. m., in room 
217, Old House Office Building, Hon. Sidney R. Yates (chairman of 
the subcommittee) presiding. 

Present: Representatives Yates (presiding), and Sheehan. 

Also present: Bryan H. Jacques, staff director; Irving Maness, 
counsel; Katherine C. Blackburn, research analyst; and Victor P. 
Dalmas, adviser to minority members. 

Mr. Yates. The hearing will come to order. 

The committee is privileged this morning to have with it the 
Honorable Gordon Gray, Director of the Office of Defense Mobiliza- 
tion. Mr. Gray, would you please come forward with your staff? 

Give us the benefit of your views on the problems that face us. We 
are pleased that you took the time to come over here and to help us. 


TESTIMONY OF GORDON GRAY, DIRECTOR, OFFICE OF DEFENSE 
MOBILIZATION 


Mr. Gray. I am glad to be here, Mr. Chairman, and gentlemen of 
the committee. 

As the chairman has indicated, my name is Gordon Gray. I am 
Director of the Office of Defense Mobilization. With me is Mr. 
Charles H. Kendall, General Counsel of the Office of Defense Mobili- 
zation. 

May I proceed with a prepared statement, Mr. Chairman? 

Mr. Yarrs. You may. 

Mr. Gray. I appreciate this opportunity do discuss with you 
developments in the aluminum industry and their significance to 
small business. 

The outstanding development in the industry during the last several 
ears is the tremendous increase in its capacity to produce aluminum. 
ince the outbreak of the Korean war, production capacity has 

increased nearly a million tons and is still going up. To the large 
number of aluminum fabricators, most of them in the small-business 
category, this has meant a relatively assured source of raw material 
against which to plan their own operations. 

One of the primary responsibilities of the Office of Defense Mobiliza- 
tion is to assure the availability of adequate supplies of strategic and 
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critical materials to meet the needs of national emergency. This 
entails determining the requirements of our Defense Establishment 
and of that essential portion of civilian industry which must be 
maintained under conditions of full mobilization. If a shortage of 
supply is shown, measures must be devised to meet the shortage, 
Among the alternatives are expanding the capacity of the producing 
industry or establishing a stockpile of the scarce materials. If these 
alternatives are not sufficient, reliance must be put on plans to restrict 
the use of, or encourage the substitution of other less critical materials 
in the event of mobilization. 

The total supply of aluminum to American industry stems from 
domestic primary production, secondary metal, and imports. See- 
ondary metal (both domestic and imported) averages about 22 
percent and imports of primary metal about 13 percent of domestic 
primary production. Canada is the only country which has supplied 
the United States with metal during wartime. In peacetime imports 
from other countries have been nominal. The single year 1953 was 
exceptional. Because of heavy military demands the total domestic 
supply was inadequate to meet both military and civilian demand and 

‘aused total imports to reach the second highest tonnage on record. 
(The highest tonnage was in 1945 when C ‘anada, the “only foreign 
supplier in that year, liquidated its wartime contracts with the 
United States and shipped in 332,000 tons.) Even in 1953 total 
imports from all countries except Canada were only about 4 percent 
of the United States total supply. And there is attached, Mr. 
Chairman, a table showing the sources of the Nation’s aluminum 
supply since 1940. 

In 1940 total United States primary production was 206,000 tons 
of pig and ingot. The peak World War II production was achieved 
in 1943 with an output of 920,000 tons. This quantity was not 
again approached until 1952, when output amounted to 937,000 tons, 
By January 1, 1958, capacity had virtually doubled and reached 

1,841,500 tons. Additional capacity planned by 1960 will raise the 
total to more than 2,600,000 tons, almost triple the 1952 level. 

The shortage of aluminum during World War II and the demand 
arising from ‘the military buildup. accompanying the Korean war 
demonstrated the nec essity for substantially expanding primary 
aluminum capacity. In 1950 domestic primary production was 
719,000 tons. On March 31, 1952, an expansion goal was established 
for primary aluminum to increase the Nation’s capacity to 1,546,000 
tons per year by January 1, 1955. On October 1, 1952, this goal was 
revised upward to 1,746,000 tons by January 1, 1955. Certificates 
authorizing accelerated amortization over a 5-year period for tax 
purposes were issued under this goal for plants having a total esti- 
mated annual capacity of 777,000 tons. There is a table which 
enumerates these certifications. This increase, plus privately financed 
expansion projects undertaken without Government assistance, ex- 
ceeded the goal, and the goal was closed on September 22, 1955. 

As part of the expansion program there were offered in most in- 
stances purchase contracts which permitted the Government on the 
one hand to claim the total output of such facility for defense produc- 
tion or the stockpile. On the other hand the contracts required the 
Government to purchase any metal from the new plants which the 
company was unable to use or market in its normal operations. These 
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contract provisions ran for 5 to 6 years from the time the plants began 

production. They further provided that two-thirds of the expanded 
production, minus military set-asides and Government purchases, 
should be made available to nonintegrated consumers. The details 
of the administration of these contracts have been explored rather 
completely in earlier meetings with your committee. And there is a 
table attached, Mr. C hairman, which shows the current status of these 
contracts. 

Under the contracts the Government ordered and purchased 493,668 
tons for the national stockpile in the years 1953 through 1956. The 
Government was required to take 208,144 additional tons under the 
companies’ options to “put” to the Government through 1957. In 
addition, the Government is still contingently liable for the purchase 
of 757,110 tons of aluminum under the outstanding contracts. And a 
table is attached reflecting that situation. 

The minimum stockpile objective computed on the basis of a 5-year 
emergency has been exceeded. We are at present considering the 
recommendation of the Special Stockpile Advisory Committee that 
stockpile objectives should be revised to provide for only a 3-year 
emergency. If such a change is adopted the requirements for aluminim 
will be substantially reduced and inventories will exceed the maximum 
objective. 

here has been one recent significant change in these contracts. 
The original contracts provided that after 5 years 25 percent of the 
expanded production was to be offered for sale to nonintegrated 
users for a period of 15 years. Last fall this requirement was in- 
creased to 35 percent by mutual agreement between companies which 
are in production and our delegate agency, the General Services Ad- 
ministration. 

Shipments of aluminum mill shapes in 1957 by the nonintegrated 
producers amounted to 359,000 tons. The aluminum used for such 
production was acquired from the usual sources, that is, primary 
producers, secondary producers, and imports. The provision of the 
Government purchase contracts that a portion of the assisted expan- 
sion be offered for sale for a period of 15 years following the termina- 
tion of the direct Government purchase obligation would alone sup- 
ply about 228,000 tons or almost two-thirds of the 1957 consumption 
by this group of nonintegrated producers. 

While striving for an ‘adequate defense position, the Government 
has consistently sought to develop competition in the production of 
primary aluminum and to encourage the entrance of new producers. 
With the end of World War IT the disposal of Government-owned 
facilities for the production of aluminum was undertaken by the Sur- 
plus Property Board. Planning favored the creation of strong com- 
petitors for the original sole producer in the United States. Two 
such integrated competitors were established in the course of the sur- 
plus disposal program, that is, Reynolds and Kaiser. 

Under the expansion goal during Korea all increases in production 
were welcomed and new producers were given every encouragement 
possible under existing laws. It is noted that each new producer of 
aluminum metal began its production because it wanted metalor 
its own fabrication into products. Each new producer has hitherto 
had a surplus of raw metal which it has made available to other con- 
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sumers of the raw metal as long as the supply lasted or, as at present 
as long as the demand would utilize it. 

Three new producers of primary metal are being established (jp 
addition to expansion by the three previous producers). Each of these 
companies represented established fabricators of nonferrous metals 
(including aluminum), and therefore is assured of its own firm market 
for its own raw metal. Only one of these new producers has a 
Government purchase contract and that’s the Harvey Co. 

It is believed that the aluminum expansion program has greatly 
improved the supply of metal available to small-business users, 
This is generally illustrated by the accompanying table showing ship- 
ments of aluminum mill shapes by integrated and nonintegrated pro- 
ducers over the past 7 years. While it is not proper to consider all 
nonintegrated fabricators as small business, a substantial portion is in 
the small-business classification. The table shows that in 4 or 5 
major categories of mill shapes the nonintegrated producers have 
bettered their share of the market in a rather substantial degree. 
Only in the case of foil have the nonintegrated producers failed to 
improve their relative positions. 

The capacity which now exists and which is being brought in by 
the industry will contribute to filling the growing metal requirements 
of business concerns. While a large proportion of this capacity was 
encouraged and assisted by the Government, it should be noted that 
over the next 3 or 4 years the industry is planning further extensive 
additions to their facilities which will again increase the supply of 
aluminum for all consumers, including those in the small-business 
classification. 

That is the completion of my prepared statement, Mr. Chairman, 

Mr. Yates. Thank you very much, Mr. Gray, for an excellent 
statement. 

Under the statutory authority of ODM, does it have a mandate or 
requirement to protect or to foster the interest of small business? 

Mr. Gray. The Defense Production Act, Mr. Chairman, requires 
that the ODM have an interest in the encouragement of small busi- 
ness—that is, title 7, section 701, which expresses the sense of Congress 
that small-business enterprises be encouraged to make the greatest 

ossible contribution toward achieving the objectives of the act. 
hen there are various provisions which seek to make it possible for 
small business to participate in accordance with that wish. 

Mr. Yates. How does ODM fulfill that mandate? 

Mr. Gray. Well, there was a particular section in the bill, section 
701 (d), which directed the Office of Defense Mobilization to investi- 
gate the distribution of defense contracts with reference to the share 
of such contracts which was going or had gone to small business, and 
to make a report to the President and Congress not later than 6 
months after the enactment of this act or the amendments of 1955. 
It specified what should be in the report. It is my information that 
the study and report were made in accordance with the provisions of 
the act. 

Mr. Yates. I don’t know that is quite an answer. Can you give 
us examples of how ODM has helped small business in the course of 
its lifetime? We do know you have these incentive contracts and the 
tax amortization certificates that have been approved, but I think 
big business has been the beneficiary of those to the greatest extent. 
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| wonder whether there have been any types of benefits that have 
accrued to small business through ODM. I recognize you have not 
been Administrator for a particularly long period of time but I wonder 
whether your memory serves you, or whether counsel on the com- 
mittee, can recall instances where ODM action has resulted in sig- 
nificant advantage to small business. 

Mr. Gray. I think in reference to the rapid amortization program, 
itis probably true, Mr. Chairman, that small business did not get the 
major share of these certifications during the history of the program. 
This is certainly in part due to the factors which inhere in the situation. 
There certainly was no bar against small business, but I think by 
and large small business did not seek or did not find itself in a position 
to seek the certifications. 

Mr. Kenpauu, The substantial capital involved in most of these 
expansions did tend to limit, of course, the applicants. 

Mr. Gray. I don’t think it can be said there weren’t certifications 
to small-business concerns. 

Mr. Yates. Have you had occasion to break down your statistics 
covering the issuance of your certificates of amortization which would 
indicate what portion of them were given to small business and which 
went to big business? 

Mr. Kenpauu. Yes; we have done that. Of course, you will appre- 
cate very well the difficulty of deciding what is a small business across 
the board of a number of different industries, and it varies necessarily 
from one type of industry to another. But we have made a break- 
down showing percentages of certificates to small business and we 
could provide the committee with that. 

Mr. Yates. Has that been made public? 

Mr. Kenpa.u. I believe it was made public. I am sure we could 
provide the committee with it. 

Mr. Yares. | would be grateful if you would do so. 

(The document referred to is as follows:) 


BREAKDOWN SHOWING PERCENTAGES OF CERTIFICATES TO SMALL BUSINESS 


From the beginning of the accelerated amortization program in 1950 to date, 
the number of certificates of necessity issued and outstanding amounted to 22,010. 
The estimated cost of the facilities certified amounted to $38.2 billion, of which 
$23.1 billion were eligible for accelerated amortization. 

Included in the above, applicants classified as “small business’ were issued 
8,121 certificates estimated to cost a total of $4.6 billion, which represents ap- 
proximately 41 percent in number and 12 percent in dollar amount. 

Applications for necessity certificates are classified “small business” based upon 
the number of workers employed by the applicant and its affiliates. Any manu- 
facturing concern is classified as small if it employs 250 or fewer employees (pro- 
vided it is ‘‘not dominant in its field of operations’’); as large if it employes more 
than 1,000 employees; either small or large, depending on its industry and in 
accordance with the employment size standards set forth by the Small Business 
Administration, if it employs more than 250 but not more than 1,000 employees. 

Certificates issued to applicants classified as ‘‘small business’’ in the light 
manufacturing field were given 5 additional percentage points over the normal 
percentage pattern. 


Mr. Yates. Do you remember what the definition is of “small 
business’? with that you used for purposes of breakdown? 

Mr. Kenpauu. I think it varied from industry to industry. I 
believe there was a general type of definition such as ‘independently 
owned and operated,” and “not dominant in the industry.” That 
sort of thing. Now, there probably also were some employment 
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limits, not over 500 employees, also. But the listing, if it does not 
show the way small business is detined, can be supplemented by an 
indication from us as to how we arrived at the definition. 

Mr. Yarrs. Were there any small businesses that received any of 
the incentive-type contracts, that went to big business, to persuade 
them to expand? 

Mr. Gray. Well, Mr. Chairman, again here you get into definitions 
or comparative kinds of definitions. 

Mr. Yates. You mean small business? 

Mr. Gray. Yes. I mean to say, it is pretty hard, I suppose, in 
production of metals, to have an effective economical producer which 
would meet the tests of small business in some other fields of endeavor, 
This is why I would say comparatively, but as an example, I suppose 
comparatively the Harvey Co. is small business if you relate it to the 
other larger companies. But by certain tests I would suppose the 
Harvey Co. would not meet the standards which you apply to small 
business in some other kind of industry. By and large these expan- 
sion contracts, I think, generally speaking, were entered into by large 
producers. 

Mr. Yates. You suggest on page 1 of your statement that— 
if a shortage of supply is shown, measures must be devised to meet the shortage: 
Among the alternatives are: Expanding the capacity of the producing industry or 
establishing a stockpile of the scarce materials. 

What devices do vou use for that purpose? Obviously the certifi- 
cates of amortization were one device. Incentive type of contracts 
was another device. Were there other forms of incentives that were 
used to persuade expansion of industry to meet your goal? 

Mr. Gray. I think there were some guaranteed loans also in the 
expansion program, Mr. Chairman. 

Mr. Yates. Were there just these three types of devices used to 
carry out the program? 

Mr. Kenpauu. Expansion, of course, sir, can be accomplished by 
the Government producing the item. The one example that comes to 
mind is the Nicaro plant in Cuba that is Government owned and was 
itself expanded. 

Mr. Yatres. Yes, Government-owned. 

Mr. Kenpauu. There are probably others that simply don’t come 
to my mind at the moment, but the major ones were procurement 
contracts, loans, loan guaranties, and the tax amortization device. 

Mr. Yates. Do you have statistics which would indicate a break- 
down of the use of other devices that were allocated between big 
business and small business, as you do have certificates of amortiza- 
tion? 

Mr. Kenpatu. I don’t know Mr. Chairman, of any attempt to 
break down the contracts in that fashion. Of course there wasn’t an 
allocation. You used the expression “allocation.’”’ There was not 
an allocation of a portion of expansion to large business and to small 
business. The essential purpose was to produce expansion with as 
much regard as the circumstances allowed for encouraging small 
business to take part in the expansion. 

Mr. Yates. You suggested that Harvey was a small business by 
comparison to other producers in the aluminum field, as one example 
of how a business broke into the aluminum expansion field through 
the use of some of the incentive devices of ODM. Perhaps I used 
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the word “‘allocate”’ wrongly there, used to show the division between 
small and big business in the grants of these various incentives. 

Mr. Kenpautu., I think that a review of the programs might dis- 
close several examples. If you would like us to run through, I can 
give you a statement on things like expansion on copper production 
and other expansions with individual mines, that were involved. I 
am sure there will be many examples of relatively small business 
being able to assist themselves through the expansion programs. 

Mr. Yares. I think I am pressing the question a little. The first 
question I asked was how ODM carried out its mandate. I am trying 
to get ext amples and get you to expand how you carry out this man- 
date. I don’t know what else you have done to carry out this man- 
date. I gather the impression from my experience with this com- 
mittee, that many big businesses benefited from the devices that 
were used by ODM. I don’t know that small business benefited 

articularly. I think possibly that the contracts that were entered 
into with the aluminum companies, for example, and which required 
certain portions of the new production to go to small business—or 
rather to nonintegrated users—and it was intended that those go to 
small business and yet under definitions of nonintegrated users that 
have been presented before this committee, it would be difficult to 
classify certain of those nonintegrated users as small business. For 
example, General Motors. or Ford, and some of the others. Now in 
this whole picture, of course, it is the purpose of this committee to 
attempt to find out how small business can stay alive and what seems 
to be an increasing concentration of production facilities in fewer and 
fewer large companies. I wonder whether ODM can help us with 
this? 

Mr. Kenpauu. I think what the chairman said about increased 
concentration would be very important to the future of small busi- 
ness, but I think on that score there has been some defense contribu- 
tion through the expansion program to spreading production, to 
increasing the number of competitors in basic production. Although 
the new competitors might not be themselves small business, tbe 
more there are of them, the better off small business is. 

Mr. Yates. We agreed to the value of increased competition. 

Nevertheless, we wonder what the mortality rate of small business 
will be in the future. We are in a period of abundance today. All 
the producers have indicated that they anticipate that this period of 
abundance—they hope at any rate, and we hope with them—that this 
oversupply of aluminum will gradually be eaten up, and we will be 
getting more and more prosperous again. Then the question comes 
to mind, where will small business fit into that? We no longer have 
our protective paragraph in these contracts. But given the minimum 
protection that they did to small business under the terms of inte- 
grated and nonintegrated user, I know from the statement there 
have been amendments to the incentive contracts with the large 
aluminum companies so I forget what the figure is now—— 

Mr. KenpbALL (interposing). 35 percent rather than 25 percent. 

Mr. Yates. That is correct. 

Now, what will the definition of a nonintegrated producer who has 
the benefits of that paragraph be. Will it still be General Motors 
and will it still be Ford? Will it still be the largest companies in the 
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country which are not producers in themselves? Is this something 
I should ask GSA rather than ODM? 

Mr. KENDALL. Yes; it is as a matter of fact. 

Mr. Yates. I will ask whether this was ODM’s intention? After 
all, you had a mandate under the law to protect small business. Yoy 
pass that mandate along to GSA, do you not? You are GSA’s boss, 
How far do you go in your mandate to GSA? Do you tell them, 
“This is our need, will you go out and accomplish this need for us?” 
Or do you tell them how to do it? 

Mr. Kenpatu. The essential is what you have stated. ‘This is 
our need.”’ They use, however—there is an indication in the program 
as to the measures, the statutory means, that shall be used, that are 
available. That is you would recite with or without the use of loans, 
expansion contracts, etc. 

Mr. Yates. But in your mandate to GSA, you did not tell them to 
protect small business or to fashion the contracts in any particular 
form? 

Mr. Kenpatu. Well, I wouldn’t want to speak for all the certificates 
over the last 8 years, sir, but I think there are some in which strong 
indication of needed new competition, the desirability of smaller 
producers, would be found; although I really can’t say. It goes back 
over too many years and too many certificates. 

Mr. Yates. I know in here that you have come to the conclusion 
that you wanted a 3-year supply of aluminum rather than a 5-year 
supply. As I remember the testimony of GSA before the Appropria- 
tions Committee, of which I am a member, I thought you met your 
aluminum goals. Am I correct in that, Mr. Gray? 

Mr. Gray. No, we have met the minimum goal. Under a 3-year 
program we will have met the maximum goal, as well. 

Mr. Yates. Have you not yet attained your maximum goals for 
aluminum? 

Mr. Gray. Not under the old definitions, I believe, but in the new 
definitions which we are working on at the present time, it would 
appear probable that a maximum objective will have been met by 
the material we have on hand, and on order. To state it differently, 
I foresee no new procurement of aluminum for these strategic and 
critical stockpiles. I think that is the import of your question. 

Mr. Yates. Do you foresee additional need for incentives for the 
aluminum industry? 

Mr. Gray. I think we see nothing now which points to the neces- 
sity for incentives for further expansion. 

Mr. Yates. Can you tell us when your minimum and maximum 
goals were met? 

Mr. Gray. Not offhand. Mr. Chairman. As far as the minimum 
oal is concerned, it has probably been a couple of years but I would 
ike the privilege of supplying a more precise answer to you for the 

record, if you wish it. 

(The information requested is as follows:) 

The approximate date when the minimum aluminum stockpile goal was reached 
was December 31, 1955. 

Mr. Yates. I wondered why the incentives were given to Harvey 
at the time they were. I thought you had attained your minimum 
goal at the time you entered into that contract. 
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Mr. Gray. We are talking about two different kinds of goals, now, 
Mr. Chairman. There was an expansion goal established for the 
aluminum industry as a whole, and at the time the Harvey contract 
was entered into, the expansion goal had not been filled. 

Mr. Yates. I see. 

Mr. Gray. And in the meantime it has been. 

Mr. Yates. Does ODM take any position with respect to inter- 
preting the contracts that have been entered into by GSA or does it 
leave this to GSA and to GAO, and to the lawyers that are involved? 

Mr. Kenpatu. The interpretation, as you say, would be first in 
the hands of the administrative agency—that is the contracting 
authority—and then the General Accounting Office, and the Attorney 
General. 

Mr. Yates. Do you have to approve the contracts? 

Mr. Kenpaty. No. Strictly speaking, it has never been neces- 
sary for ODM to approve the contracts. I think in almost every 
case ODM knew the contract that was being entered into before it 
was signed, but there is no formal requirement that ODM approve 
the contract. 

Mr. Yates. How do you know, then, whether or not the contracts 
will meet the requirements? 

Mr. Kenpauu. That is the responsibility of the Administrator of 
General Services, who is given by the President the job of making 
these contracts. 

Mr. Yates. And of using the forms of devices and incentives, which 
are those established by ODM for the particular contracts. 

Mr. Kenpatu. The authority under the Defense Production Act 
to make these contracts is delegated directly to the General Service 
Administrator. The limitation on his activity is that he can under- 
take them only within programs certificated by the Office of Defense 
Mobilization. 

Mr. Yates. In fact, you tell them what to do, don’t you? I re- 
member the Nicaro contract about which Mr. Floete testified before 
our Appropriations Committee, where he indicated that he wanted to 
enter into a guaranteed-loan type of nickel program with the Bethle- 
hem Steel Co. and ODM refused to approve this form of contract 
and required another type of contract, another type of incentive 
contract, be entered into. Now, how does this jibe with your answer? 
My facts are correct, aren’t they? 

Mr. Kenpauu. I don’t think your description of Mr. Floete’s posi- 
tion is quite accurate. 

Mr. Yates. He testified before our committee that he did want to 
enter into the contract with Bethlehem Steel Co. under a guaranteed- 
loan type of provision which, he said, would be the most economical 
type. He said, however, when he approached ODM on this it was 
suggested to him that it would be better if an incentive-production 
type of contract were entered into. Now, are my facts correct? 

Mr. Kenpauu. I think, if I may restate the position of Mr. 
Floete—— 

Mr. Yarss (interposing). I will just show you the hearings. 

Mr. Kenpauu. Well, I think his reason for coming back to ask 
whether the program could be expanded to include loans and loan 
guaranties as a measure for expansion, his purpose was to have the 
opportunity to deal with additional outfits that didn’t want to go 
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ahead on any basis except a loan. I don’t think it is accurate to say 
that he would have preferred to make a contract with Bethlehem, 
or Bethlehem’s subordinate affiliate, in this case. The program ag 
given him by ODM did not include ‘authority to make loans or loan 
guaranties. His return, then, was for the purpose of determining 
whether the program could be enlarged to include loans and loan 
uaranties, and the Director of ODM decided not to include them. 
he Bethlehem Co., or its affiliate, did make, I believe, a proposition 
based on purchase guaranty, subsequently. 
a Mr. Yates. At a price which was higher than the Freeport Sulphur 
0.? 

Mr. Kenna. That is right. 

Mr. Yates. I don’t know whether you have read Mr. Floete’s 
testimony before our Appropriation Subcommittee. I suggest that 
you do read it. You will find this was the type of contract he thought 
was much more economical. I wondered why ODM had required 
him to use another type of incentive rather than the one he suggested, 
in view, particularly, of what I interpreted your answer today to be, 
that ODM tells him nothing i in terms of how to proceed but just tells 
him, ‘“‘This is our need.”’ 

Mr. Kenpa.t. I did comment, Mr. Chairman, that the program 
frequently included the types of authority that might be va 

Mr. Yates. Mr. Gray, have you had occasion to review in your 
mind, or come to any conclusion, as to whether incentive-type con- 
tracts have been beneficial to the Government? 

Mr. Gray. Well, I think that it is pretty clear, Mr. Chairman, that, 
given the validity of the desire to have expanded production in ’ these 
various types of materials (and I believe that expanded production 
was important), I think this program has been quite successful, par- 
ticularly in the field of the metal which we are discussing here this 
morning. It has been a rather startling expansion, I think, in a short 
period of time, so that I think it has been good. 

Mr. Yates. Would you venture an opinion as to whether small 
business has been placed in a more precarious position because of 
contracts of this type strengthening big business and permitting them 
to expand and thereby giving them competitive advantages which 
small business did not enjoy? 

Mr. Gray. Well, I would think that small business, generally, 
and those users of this metal who are in the category of small business, 
have been benefited by the program. It has, as you say, also iven 
incentives to large producers of aluminum, but it is really pretty hard, 
it seems to me, to think of a small-business producer of aluminum by 
the very nature of the operations involved in the process. But I 
think the expansion of the supply, plus the development of competi- 
tion in the producing industry, is necessarily a benefit to small business. 

Mr. Yatrs. Does ODM’s responsibility, in determining the re- 
quirements of the Defense Establishment and the essential needs of 
civilian industry which must be maiatained under conditions of full 
mobilization, carry with it the requirement to consider the exclusion of 
imports of certain metals? Do you go into the import question at all? 

Mr. Gray. I really am not sure I understand the question, but, as 
far as requirements are concerned, I think the answer is “No”; that 
imports would not ordinarily be involved. When a calc ulation is 
made as to supply sources, of course, imports would be. I am not 
sure that is responsive, because I didn’t quite understand the question. 
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Mr. Yates. The reason why I asked that question is, there has 
been testimony before this committee by Mr. Macfie, president of 
Revere Copper & Brass, Inc., that both the copper and aluminum 
imports are hurting American business. I wondered whether or not 
ODM has any responsibility to consider this problem. 

Mr. Gray. I think perhaps I understand the question. Under 
section 7 of the Trade Agreements Extension Act, there is a provision to 
the effect that, whenever the Director of the Office of Defense Mobili- 
gation has reason to believe that the level of imports of any articles 
has reached the point where they threaten to impair the national 
security, then he has an obligation, having so found, to make a certifi- 
cation to the President. In such an event, then the statute directs 
that the President cause an immediate investigation to be made and, 
if he agrees, as a result of his investigation, with the conclusions of the 
Director of ODM, and finds that the level of imports does, indeed, 
threaten to impair the national security, he shall take such action as 
he deems necessary. I think that is the language of the statute. 

So, the Director of ODM does have a specific statutory responsi- 
bility with respect to imports, and there have been a good many cases 
which have been dealt with by the Director of ODM under section 7. 
Up until this time, there has been, actually, only one certification, 
which had to do with imports of crude oil, but many other kinds of 
imports have been considered by the Director of ODM. So that the 
effect on national security of imports is a matter which we take into 
account under the statutory admonition of section 7. 

Mr. Yates. How does this work out with respect to the Tariff 
Commission? They have a peril point that they have to administer, 
too. Apparently, you have a peril point. 

Mr. Gray. Well, I don’t think it is quite accurate to refer to peril 
points under the national-security provision of section 7. Of course, 
the Tariff Commission, in administering the escape-clause provision 
of that act, is concerned with injury to the domestic industry and does 
not have, as a factor in its consideration, a statutory basis for con- 
sidering the national security. This part of the act is administered 
on the grounds of injury to the domestic industry. 

Mr. Yates. There could be an overlapping, however, could there 
not? 

Mr. Gray. There could be; yes. 

Mr. Yates. Some of the industries which you thought were neces- 
sary to national defense might, possibly, be impaired? 

Mr. Gray. It is possible under that act for an industry which feels 
itself aggrieved by this import situation to seek relief, either under 
the escape clause or section 7. There would be some cases which 
probably could come under both of these provisions. 

Mr. Yates. Does the aluminum industry fit that category as being 
an industry essential to national defense? 

Mr. Gray. Oh, I think the aluminum industry certainly is essen- 
tial to national defense, but I don’t know of any suggestion that the 
import situation is affecting it to the point of endangering its stability. 

Mr. Yates. I take it then that ODM does not look into the matter 
of imports endangering the industry. 

Mr. Gray. I don’t think there has been any serious consideration 
of that, Mr. Chairman. 
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Mr. Yates. Was ODM consulted before the aluminum contracts 
were renegotiated recently and the revisions made under which the 
imports that were purchased by the producers having contracts with 
the Federal Government were deducted from their tender rights from 
the Government? 

Mr. Gray. Yes, Mr. Floete talked with us several times about this. 

Mr. Yates. Did you issue a directive in terms of revising such con- 
tracts or was this just an informal consultation. 

Mr. Gray. This would not be, I think, within the precise responsi- 
bility of ODM, but we have very close relationships with Mr. Floete, 
of course. We did counsel with him about that. 

Mr. Yates. Then, you neither approved or disapproved those 
changes. Is that within your province to approve or disapprove 
those changes? 

Mr. Gray. It is not within our official province. I think it is fair 
to say that in my own consultations with Mr. Floete, we agreed with 
what he was trying to do. 

Mr. Yartss. Did you have occasion to consider the effect of pur- 
poses of scrap by the primary producers upon their tender rights? 

Mr. Gray. I am reminded by Mr. Kendall that in the same way 
as we discussed the negotiations which he did enter into, there were 
discussions about the effect of scrap. Indeed, I think we talked 
about, certainly on some occasions, the whole package of imports, 
scrap and their effect on the companies’ relationships with the Goy- 
ernment so that the answer to the question is, Mr. Floete did discuss 
it with us. Again, however, it would not be precisely within our 
responsibility to direct him to do anything about it. 

Mr. Yates. You indicated you were in agreement with him on 
changes in the contracts to reflect the decrease in tender rights. I 
wonder whether you suggested to him there should be a decrease in 
the tender rights predicated upon the scrap purchases of the com- 
panies too? 

Mr. Gray. Well, let me answer your question this way, Mr. 
Chairman. We, along with everybody else concerned and interested, 
are not too happy when we find ourselves in the situation of having 
to spend the taxpayer’s dollar for metals for which the Government 
does not have a demonstrable need. What I am trying to say is 
that it developed that many of these producers took advantege of 
their right to put metal to the Government. Of course, we must 
honor our contracts. We have had many discussions on various 
occasions about the possibility of reducing the Government’s obliga- 
tion, which, of course, must be done entirely by negotiation inasmuch 
as the Government cannot walk off and leave a contract. We 
counseled with Mr. Floete about the general desirability of reducing 
the obligation but as far as the negotiations with the companies are 
concerned, this is his responsibility and he must conduct them without 
interference from our office. 

Mr. Yarses. The agreement of ODM as to what he does is of no 
significance with respect to the revisions of the contract then, is that 
the import of your answer? 

Mr. Gray. Well, I think of no legal significance. I suppose, to be 
perfectly candid, that Mr. Floete is interested in what the judgment 
of the Director of ODM would be. 
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Mr. Yates. I would think so. I get the impression from my 
other hearings from the Appropriations Committee that Mr. Floete 
is over at your office very frequently. 

Mr. Gray. We have close and constant contacts. 

Mr. Yates. Do you have any opinion about whether or not the 
purchase of scrap by the producers should be deducted from the 
contracts? 

Mr. Gray. I would only say, Mr. Chairman, that I think it is 
perfectly appropriate for Mr. Floete, in his negotiations, to discuss 
any basis at all on which he might persuade the companies to make a 
reduction in their rights to “put’’ to the Government. This would 
have to be, I think, under the contracts then a matter of agreement 
between the Administrator and the company concerned. 

Mr. Yates. There has been a discussion in the newspapers of 
the so-called Seaton plan. I think it is called the mineral stabi- 
lization plan. Was that issued in consultation with ODM? The 
committee has been told more and more competition exists between 
copper and aluminum. The plan covers copper, lead, zinc, and 
ferrous bar and tungsten. Presumably there will be certain incentives 
offered under the plan which might bear upon the competitive position 
of aluminum as against copper, and I wondered whether or not ODM 
was consulted? 

Mr. Gray. We were not involved in the development of that pro- 
gram, the reason being, Mr. Chairman, that this is a program which 
is advanced in the interest of domestic industry and not developed 
for purposes of defense or defense mobilization. In other words, these 
materials which are involved in that program are not ones with respect 
to which we have any further concern from a defense point of view, 
taking into account our stockpiles and productive capacity. So that 
this program is one conceived and designed in support of the economy 
in this particular area, and not as a mobilization measure. 

Mr. Yates. Mr. Gray, you testified that the question of existing 
capacity is of significant consideration to ODM. If because of 
Government incentives to the copper industry, the aluminum industry 
must cut back existing production or cut back on their plans to expand, 
it does have some significance to ODM, does it not? 

Mr. Gray. Well, if any program or any development adversely 
affected an important and vital productive capacity we would, of 
course, be interested. I was only responding to the question as to 
whether we participated in the development of the program. Now 
I will have to say, Mr. Chairman, I have not seen the legislation 
which I understand is coming and which I am told will spell out in 
more detail the Interior proposal to the Congress. But I certainly 
would suppose that there was no intent in that to injure any industry, 
such as the aluminum industry and I would have to make a guess that 
it would not be so designed as to affect the aluminum industry to the 
point that we would be concerned from the mobilization base point 
of view 

Mr. Yartss. Frankly, I am somewhat surprised that ODM was not 
consulted with respect to the plan, because all metals are of basic 
importance to the security of our country. The capacity to produce 
such metals certainly is. Therefore, where a plan of this type seeks 
to sustain certain metals industries, and where the plan may have a 
significant effect on the production of other metals, I would think 
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ODM would he consulted. Perhaps you will be when the legislation 
is sent up to the Congress. 

Mr. Gray. Yes. 

Mr. Yates. Could you tell us why Revere and Anaconda were 
denied tax-amortization certificates at the same time Harvey was 
granted one? You were not in office then. 

Mr. Gray. I was not perhaps—— 

Mr. KenpDALt (interposing). I was not under the impression that 
Anaconda was denied a certificate. 

Mr. Yates. I was under the impression it was denied a certificate, 

Mr. Kenpatu. I will have to go back and find out. 

Mr. Yates. O. K. The committee stands in recess for a few 
minutes. 

(At this time Mr. Kendall consulted with other people in the room.) 

Mr. Kenpauu. My information is that they were both given tax- 
amortization certificates, Mr. Chairman. 

Mr. Yates. Revere? 

Mr. Kenpauu. That is my information. 

Mr. Yates. I have a statement by Mr. Macfie before this com- 
mittee, on May 1, in which he states that on October 12 ODM denied 
Revere’s application on the ground there was no present or prospec- 
tive shortage in capacity for a certificate of amortization in connection 
with its intention to expand its primary aluminum production. 

Mr. Kenpba.u. October what vear? 

Mr. Yates. October 12, 1955. 

Mr. Kenpatu. We will have to check that. I have before me an 
indication that the facilities in the amount of $108 million were 
certificated for Ormet, which is Olin Mathieson, Revere. 

Mr. Yares. That was Olin Mathieson and I think Olin had one and 
Revere bought into the company. 

Mr. Kenpba.u. It is a single plant, sir. 

Mr. Yates. Yes, but Olin had proceeded with this expansion pro- 
gram, as I understand it, and Olin had received the certificate at that 
time. According to the testimony before us, Revere made this deal 
to combine with Ormet but Revere itself was never granted a certifi- 
rate. 

Mr. Kenpau. But did apply for one? 

Mr. Yartrs. Yes. 

(The document referred to is as follows:) 


APPLICATION FOR NECESSITY CERTIFICATE FILED ON AvuGuST 2, 1955 


tevere Copper & Brass Inc., filed an application for a necessity certificate on 
August 2, 1955, covering facilities for the production of 120,000 tons of alumina 
and 60,000 tons of aluminum pig per year. The estimated cost of the project 
was $52,776,800, and the proposed location near Wenatchee, Wash. 

The application was denied certification on October 12, 1955, for the reason 
that it was determined that there was no existing or prospective shortage of 
facilities to produce either alumina or aluminum in the interest of national defense. 
The expansion goal for aluminum was formally closed on September 22, 1955. 

There was no tax amortization certificate issued to the Harvey Aluminum 
Co. in 1955. 


Mr. KENDALL. I will have to check that. 

Mr. Yares. Off the record. 

(At this time there was off-the-record discussion.) 

Mr. Yates. Harvey’s certificate was issued about that time. 
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Mr. Kenpauu. Harvey’s certificate was issued about 1952, I believe. 

Mr. Yates. Wasn’t that ahead of Anaconda? 

Mr. Kenpvauu. That would be before 1952, perhaps 1950, on the 
one that went to Anaconda. The certificate covering The Dalles 
operation was issued in the latter pert of 1952. 

Mr. Yates. Was there no certificate issued in 1955 to Harvey? 
Or was that an incentive contract? 

Mr. Kenpa.u. Yes. 

Mr. Yates. Was there not a certificate granted to it in that year, 
as well? 

Mr. Kenpauu. I don’t think so. There may be an extension of the 
preexisting certificate. 

Mr. Yates. Can you check that? 

On page 2 of your statement, Mr. Gray, certain figures are given as 
to the additional capacity planned for the aluminum-industry. Does 
this take into consideration the cutbacks that have been announced? 

Mr. Gray. I will have to get some help on that, Mr. Chairman. 
No, it does not take any cutbacks into account. 

Mr. Yates. These were just the announcements that have been 
made from time to time as to what the proposed expansion is. Sub- 
sequent announcements for cutbacks have not been reflected in these 
figures? 

Mr. Gray. I believe not, sir. 

Mr. Yates. Does ODM take a position with respect to whether or 
not hot metal of the type which is furnished by Reynolds to General 
Motors and to Ford, both of whom fall within the definition of non- 
integrated producers, according to the testimony before this com- 
mittee, can be used as the basis for the computation of the amount 
that is allocable to nonintegrated producers under those contracts? 
Do I make myself clear? General Motors and Ford are now buying 
hot metal from Reynolds in new plants. The contracts provide for 
certain amount of metal under the new capacity plants to go to 
nonintegrated producers. Does ODM take a position as to whether 
or not this metal comes within that formula or is this something 
that General Services Administration will have to work out for itself? 

Mr. Gray. I think this is a GSA responsibility, Mr. Chairman. 

Mr. Yates. And ODM takes no position on this? 

Mr. Gray. I have not been involved in that, no, sir. 

Mr. Yares. At the bottom of page 5, it is indicated that your 
table 6 shows shipments of aluminum mill shapes by integrated and 
nonintegrated producers over the past 7 years. The statement then 
shows a substantial portion is in the small-business classification; 
Do you know what portion would be in the small-business classification 
in connection with the table on page 6? 

Mr. Gary. I understand the question. I don’t think I know the 
answer to it, though, Mr. Chairman. I don’t know whether I can 
supply that or not. I would be glad to make a try at getting this 
information if you would like it. 

Mr. Yates. I wondered how you concluded that a substantial 
portion is in small-business classification without knowing the break- 
down. 

Mr. Kenpauu. Mr. Chairman, there is a distinction, I believe, 
between the statement that the Director made concerning noninte- 
grated fabricators and the table which has to do with nonintegrated 
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producers of foil sheet and plate, and so on. ‘‘Nonintegrated fabri- 
cators,”’ of course, includes a much larger group of companies, a great 
many of which are small business, than does the classification ‘“non- 
integrated producers.’’ Do you follow me? 

Mr. Yates. Yes. 

Mr. KenpaA.u. I understand there are some 17,000 fabricators of 
aluminum. 

Mr. Yates. Where do you get those figures? Where did you get 
that figure of 17,000? 

Mr. Kenpa.u. It was provided by the Business and Defense Service 
Administration of the Department of Commerce some time ago and 
today it may not be accurate, but I think it would probably be larger 
today than it was when I got it. 

Mr. Yates. Can you furnish for the record a breakdown of that 
figure? Iam sure you can if you got it from GSA. They must have 
a breakdown. 

(The information requested is as follows:) 


DEPARTMENT OF COMMERCE REPORT ON NONINTEGRATED COMPANIES 


On the basis of the records and information available to the Aluminum and 
Magnesium Division, BDSA, it is calculated that of the nonintegrated companies 
reporting shipments covered in the table, about 83 percent employ less than 500 
employees. Included in the 17 percent with over 500 employees are some small 
companies which are now subsidiaries of larger companies. 

Almost half of the companies listed as employing over 500 employees are in the 
category of wire and cable producers. As can be seen from the table, this cate- 
gory accounted for a relatively small percentage of total shipments of noninte- 
grated producers. Producers of extruded shapes and drawn tube account for the 
greater part of nonintegrated shipments and also use relatively more primary 
metal in their operations than is the case in the other categories, and in this 
category the percentage of companies with under 500 employees is substantially 
higher than the overall figure of 83 percent. 

Mr. SHerHan. Mr. Gray, I note your comments that you think 
the Department might change its viewpoint from a stockpile objective 
of 5 years to a 3-year emergency. It is my understanding that the 
greatest demand for aluminum has been for need in the manufacture 
of airplanes and with our tendency now to go to missiles, it looks like 
in the future there will be less need for the large amount of airplanes 
originally envisioned in a defense effort. Could that be 1 of the 
reasons for cutting back to a 3-year supply rather than a 5-year? 

Mr. Gray. Not precisely any change from aircraft to missiles, 
but more the thinking about the probable nature and extent of any 
new conflict which we might get into. Of course, no one can precisely 
predict what kind of a war we would have to fight in the future, but I 
don’t think I know anyone any more who believes it is going to be a 
5-year World War II type of conflict and the early planning, much of 
it as was done in the Korean crisis, for example, contemplated the kind 
of mobilization we have been accustomed to. That is the buildup of 
great productive capacity supplemented by the stockpiles of these 
various strategic materials. In World Wars I and II, and the Korean 
war, we went through this mobilization process without any very 
serious threat of attack on this country. In the new kind of age we 
are living in, we no longer, of course, have any satisfactory immunity 
against attack and it now doesn’t seem wise to plan for a long period 
of mobilization and buildup, expecting to use large stockpiles of 
critical and strategic materials. ‘The result is that we have substan- 
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tially completed the stockpiling of this kind of material. Indeed, we 
have excesses to our needs in some of these categories, but this has 
come about by the new strategic concept. 

Mr. SHerHan. Has the Department of Defense Mobilization made 
any final decision or judgment as to whether or not the aluminum 
stockpile at the present time is excessive or just enough? 

Mr. Gray. Well, as I think I indicated in my prepared statement, 
we have been working on the new statement of stockpile policy which 
I hope to have out soon. My guess is that under the revised criteria 
and procedures, rules, we will find that we have under any of our 
goals more than an adequate supply of aluminum. I do not think 
we will be again in the business of procuring aluminum for the critical 
and strategic stockpile. 

Mr. SHereHANn. Well then, assuming, as you indicate might happen, 
you do then have more than an adequate supply of aluminum, you 
are going to be faced with some problems. No. 1, if you have an 
excess supply you are going to either have to dispose of it or sit with 
it. No. 2, you are going to be faced with the contracts you already 
have or the set-asides will give you more aluminum and then your 
Department, it seems to me, has to make a judgment whether you 
want to get rid of the excess supplies, whether you want to surplus 
warehouse it, or whether you want to export it or get rid of it. Do 
you have any ideas what is going to happen? 

Mr. Gray. I do not at this time know what is going to happen, 
except I do know at this time we are not thinking of disposing of any 
of these metals on the open market when the metal markets are not 
in good shape. I think we would never seek to dispose of any of these 
stockpile materials when they would disrupt our economic processes. 
As far as disposition is concerned, you will recall that very elaborate 
safeguards are placed on disposition by the Stockpiling Act itself, 
requiring notice to the Congress for a period of time, and things of 
that sort. I agree that some day we are going to be faced with the 
problem in these excess categories and I don’t know how to solve it, 
except that I know we don’t try to solve it at a time like this. That 
is by disposition, we don’t. 

Mr. Sueenan. Of course, your Office of Defense Mobilization may 
have to review the entire stockpile situation with reference to alumi- 
num. As I remember Dr. Flemming’s testimony here, the original 
thought in stockpiling aluminum for defense needs was to have enough 
in the stockpile with the known capacity to run us for 3 to 5 years. 
If, as is indicated, our aluminum capacity is going way up, it is con- 
ceivable that a year or two’s production may be all you need and 
you may not even need a stockpile. 

Mr. Gray. I certainly think that is possible, and I think it is very 
clear that we will have, as a result of what we have already stock- 
piled and what we are being required to take under these ‘‘put”’ 
contracts, more than we need for defense purposes. I think this is 
going to be crystal clear. 

Mr. SHeenan. And then the Government or the Office of Defense 
Mobilization will have a big problem figuring out what to do with it. 

Mr. Gray. This is going to be a problem in other areas than 
aluminum, as well. 

Mr. Sueenan. Mr. Gray, I would like to direct a question along 
the line the chairman pursued about what the Office of Defense 
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Mobilization has done to help business—-our small business. I won't 
say primarily, but certainly we are greatly interested in it. In response 
to Mr. Yates, he had asked how ODM had helped small business, and 
just to get on the record, it seems to me that your Department has 
taken quite a few steps. In the first place, you mention in your state- 
ment on page 4 that by mutual agreement between the companies 
you increased the amount of aluminum from 25 to 35 percent, that 
they were going to have to give to nonintegrated producers, and that 
certainly would be eventually a help to small business, don’t you 
think? 

Mr. Gray. Well, I think it would. Actually, this was negotiated 
by the General Services Administration, but it is in the overall interest 
of small business in the expansion programs. 

Mr. SuHeeHan. You also state on page 4 that you have assisted in 
the expansion of the aluminum companies, that the Government pur- 
chase obligations alone would supply about 228,000 tons, or almost 
two-thirds of the 1957 consumption, to nonintegrated producers, 
Certainly a sizable portion of this would find its way to small business 
if it were able to use it? 

Mr. Gray. I think that that is quite clear; yes, sir. 

Mr. SHeEnan. Also, in your contracts for the past number of years 
and especially in view of the new negotiations you are carrying on, 
the set-asides of new production for nonintegrated producers, meaning 
mainly small-business men, they would be assisted by that large term 
project that the Government has? 

Mr. Gray. I think that is true, yes. 

Mr. SHEEHAN. Now, I notice that Mr. Yates had wondered and 
worried about the fact whether General Motors and Ford and some 
of these bigger users, whether they could be considered small business. 

Mr. Yates (interposing). I don’t worry about that. I know they 
can’t be. [Laughter.] 

Mr. SHeenan. I think if I might interpret it, it seems to strike me 
that would leave an impression that although nonintegrated users 
were consuming more aluminum due to the fact that Ford and General 
Motors and some of the big corporations may be in it, that the smaller 
business man may not be getting as good a percentage as he formerly 
had, and therefore I was wondering if you would be kind enough to 
look at table 6 with me. It seems to me that in the breakdown here 
of the use from 1950 to 1957—there are 5 different categories here, 
many of which of course, or most of which are not used by the bi 
manufacturers in automobile parts. Let’s take for instance sheet an 
plate from 1950 to 1957, the integrated producers increased their use 
from 982,912 pounds to 1,188,000, or, roughly, they increased 20 per- 
cent. On the other hand, nonintegrated producers in the same field 
increased from 45,000 (I’m using round figures) to 133,000, or an 
increase of 180 percent. It seems to me that most of the smaller 
business men, no question about it, rather than the nonintegrated 
producers, more than any gained their part with the business. 

Mr. Gray. Very definitely. 

Mr. Yates. This assumes the term nonintegrated includes small 
business. If, however, that percentage may include companies such 
as Ford and General Motors, or companies who manufacture ap- 
pliances who might be almost of the same size, whose percentage of 
increase may have contributed toward that tremendous increase, 
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small-business firms might not have enjoyed that same increase, is 
that not accurate, too? 

Mr. Gray. I would not think the facts would support that sup- 

sition. 

Mr. Yates. The best way to get the facts is to look at Mr. Kendall’s 
table when he gets it for us. 

Mr. Gray. We will try to get that for you. 

Mr. Sueenan. I think Mr. Yates would be correct in his analysis 
if this were a complete picture and if we look at other things. The 
same way with Ford. That is one of these five categories where the 
nonintegrated producers did not hold their own. You will notice in 
1950 75,000 and in 1957 140,000 for the integrated producers. In 
other words, they doubled themselves by very nearly 90 percent. 
Whereas the nonintegrated went from 28,000 to 45,000, where in that 
particular division the nonintegrated users did not quite hold their 
own with the integrated users. Carrying that analysis further, wire 
and covered cable certainly does not include some of the new users 
coming into the field, such as General Motors and Ford, on the hot- 
metal contracts, from 1952 to 1957. 

The nonintegrated producers more than held their own, showing an 
increase of 27,000 to 45,000, or 40 percent; whereas the integrated 
producers only increased theirs 20 percent. The same way with the 
cable which shows a remarkable increase in division No. 4 here, the 
integrated producers increased theirs from 100,000 to 110,000, or an 
increase of only 10 percent, whereas the nonintegrated producers went 
from 32,000 to 68,000, an increase of 110 percent. And more remark- 
able than any, is the extruded shapes and drawn tube. We have had 
many witnesses before us here, Mr. Gray, from the extruded business, 
worrying and concerned about getting more aluminum and in this 
last table it shows integrated producers in 1950 produced 193,000 
tons and in 1957 271,000 or an increase of approximately 50 percent, 
but the nonintegrated users, meaning none of the big original pro 
ducers of aluminum, increased from 102,000 in 1950 to 424,000 in 
1957, an increase of 400 percent. So, it would seem to me rather 
conclusive that the small-business segment, meaning any one who is 
not connected with the integrated original producers, have more than 
held their own in the expanding economy of aluminum. Is that a 
fair conclusion or not? 

Mr. Gray. That would be my conclusion, Mr. Sheehan. 

Mr. Sueenan. Well, I think, Mr. Gray, that it would be logical 
to assume that because from the tables you have furnished us on page 
6, that the whole segment of the aluminum using industry has grown 
and the nonintegrated, in the uses shown in these 5 categories, have 
not grown proportionately as much as the integrated, and your 
assumption has been to increase the use of the nonintegrated users. 

Mr. Gray. Yes. 

Mr. Sunenan. That is all. 

Mr. Yates. Mr. Gray, let’s look at page 2 of title No. 6. Those 
figures are significant, too, aren’t they? Showing the percentage of 
users by the integrated and the nonintegrated, showing how they 
have increased over the years. 

And I come back to my other assumption, we still don’t know, do 
we, with respect to the material that appears on page 1 of table 6 as 
to whether the nonintegrated user to which your data refers can 
properly be classified as small business? 
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Mr. Gray. To answer your question, I do not know what percent- 
ages are in this category that would be classified as small business; 
no. 

Mr. Yatss. Kennecott Wire & Cable Co. wouldn’t be considered 
a small business, would it? For example, a wire user, I notice under 
a list that has been furnished by GSA, we have American Brass Co., 
of course that is a subsidiary of. Anaconda and I don’t know whether 
or not American Brass is now considered a part of the integrated or 
whether it is a nonintegrated producer as of November 4, 1957, for 
the purpose of this directory prepared by the BDSA. I think per- 
haps we are speaking in the dark here. We just don’t know what is 
made up of the so-called nonintegrated producer at this point. We 
have to find out by a better breakdown of those figures as to whether 
or not small business has enjoyed this very substantial increase that 
has accrued over the years, and as it appears in table No. 6, or whether 
this is big business (I was going to say hiding in the form of noninte- 
grated but I don’t think that is proper at this point) whether big busi- 
ness is included at that point, so that we get a wrong impression that 
small business is being adequately taken care of here. I assume the 
data Mr. Kendall is going to furnish us will bring enlightenment on 
this particular point. 

May I ask 1 or 2 more questions? This committee is concerned with 
other metals than aluminum too. Have you met your goals with any 
other metals than aluminum? 

Mr. Gray. Most of them. 

Mr. Yates. You have met them for most of them. 

Mr. Gray. Yes. 

Mr. Yates. As I remember, there are something like 84 metals in 
the stockpile? 

Mr. Gray. About 75 categories. Oh, no, I beg your pardon. 
I’m sorry, Mr. Chairman. This is not all metals. It is metals, 
minerals, and all kinds of things in these categories, but with respect 
to most of the categories in the stockpile, we have met our goals. 
Indeed, in the funds we are requesting for fiscal year 1959, there is con- 
templated new procurement in only about 12 items out of the 75. I 
believe that there is not new procurement with respect to any metal in 
1959. 

Mr. Yates. Mr. Floete is valiantly attempting to cut back the 
Government’s liability under any of these contracts. 

Mr. Gray. He is trying to negotiate a reduction wherever he can 
and I think doing a fine and splendid job. 

Mr. Yares. I think he is, too. When he appeared before our sub- 
committee, he said he thought he should not sell Nicaro at this time 
because of the fact he didn’t think he could get an adequate price for 
it. Has ODM withdrawn its approval? 

Mr. Gray. No. 

Mr. Yates. Is Mr. Floete still trying to find a buyer for Nicaro at 
this time? 

Mr. Gray. I would prefer, Mr. Chairman, that you ask him that 
question when he comes up here tomorrow. 

Mr. Yates. We will ask him that question tomorrow, but as I re- 
member the press release, that first came out announcing the fact 


that Nicaro was for sale, he said that it was in accordance with an 
ODM direction. 
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Mr. Gray. I think not direction. 

Mr. Yates. ODM approval? 

Mr. Gray. ODM approval. 

Mr. Kenpauu. As to the legal situation with respect to that, 
Mr. Chairman, the only approval he needs is that of the Secretary of 
Defense. This is under a different statute entirely. 

Mr. Yates. ODM doesn’t enter into the picture? 

Mr. KenpDALL. We are interested in the picture because of the out- 

ut of the plant, but the plant itself is held in the National Industry 

eserve Act and the GSA is the outfit that controls the plant and 
would sell it, and the consent required is that of the Secretary of 
Defense. This is the legal situation. 

Mr. Gray. However, he did consult us about that, Mr. Chairman. 
I don’t want to leave the impression that we weren’t interested in it. 

Mr. Yates. Does ODM think it should be sold? 

Mr. Gray. We think it is all right to sell it, if, in the judgment of 
the Administrator, this is the best disposition to be made of it. We 
feel if it is sold, it should be sold with certain guaranties of percentages 
of production to our use if we should need it, but we do not see the 
necessity for continued Government operation and ownership of the 

lant. 
r Mr. Yatss. Nicaro is making money now; isn’t it? 

Mr. Gray. It has been. Right at the moment, I don’t know. As 
you know, nickel has turned around substantially in the last year as 
far as supply and demand is concerned. We are having to take under 
the nickel “put’’ contracts and I am sure that the output of Nicaro 
has suffered recently the same fate as the output of other nickel pro- 
ducers. Whether at the moment it is making money, I really don’t 
know. It has been a profitable operation when business was good 
for nickel. 

Mr. Yates. Do you have any other questions? 

Mr. SHEEHAN. No. 

Mr. Yates. Mr. Gray, thank you very much for coming before us 
and giving us the benefit of your advice. 

Mr. Gray. Thank you. 

(The prepared statement submitted by Gordon Gray reads in full 
as follows:) 


STATEMENT OF GorDON Gray, DrrecTor, Orrick oF DErENSE MOBILIZATION 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to discuss with you developments in the aluminum industry and their significance 
to small business. 

The outstanding development in the industry during the last several years is 
the tremendous increase in its capacity to produce aluminum. Since the out- 
break of the Korean war, production capacity has increased nearly a million tons 
and is still going up. To the large number of aluminum fabricators, most of them 
in the small-business category, this has meant a relatively assured source of raw 
material against which to plan their own operations. 


MATERIALS FOR DEFENSE 


One of the primary responsibilities of the Office of Defense Mobilization is to 
assure the availability of adequate supplies of strategic and critical materials to 
meet the needs ‘of national emergency. This entails determining the requirements 
of our Defense Establishment and of that essential portion of civilian industry 
which must be maintained under conditions of full mobilization. These needs 
are then balanced against the total availability of the materials. If a shortage 
of supply is shown, measures must be devised to meet the shortage. Among the 
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alternatives are: expanding the capacity of the producing industry or establishing 
a stockpile of the scarce materials. If these alternatives are not sufficient, re. 
liance must be put on plans to restrict the use of, or encourage the substitution 


of other less critical materials in the event of mobilization. 


ALUMINUM SUPPLY 


The total supply of aluminum to American industry stems from domestic pri- 
mary production; secondary metal; andimports. Secondary metal (both domestic 
and imported) averages about 22 percent and imports of primary metal about 13 
percent of domestic primary production. Canada is the only country which has 
supplied the United States with metal during wartime. In peacetime imports 
from other countries have been nominal. The single year 1953 was exceptional, 
Because of heavy military demands the total domestic supply was inadequate to 
meet both military and civilian demand and caused total imports to reach the 
second highest tonnage on record. (The highest tonnage was in 1945 when 
Canada, the only foreign supplier in that year, liquidated its wartime contracts 
with the United States and shipped in 332,000 tons.) Even in 1953 total imports 
from all countries except Canada were only about 4 percent of the United States 
total supply. Attached table I shows the sources of the Nation’s aluminum 
supply since 1940. 

EXPANSION SINCE 1940 


In 1940 total United States pracy production was 206,000 tons of pig and 
ingot. The peak World War II production was achieved in 1943 with an output 
of 920,000 tons. This quantity was not again approached until 1952 when out- 
put amounted to 937,000 tons. By January 1, 1958, capacity had virtuall 
doubled and reached 1,841,500 tons. Additional capacity planned by 1960 will 
raise the total to more than 2,600,000 tons, almost triple the 1952 level. (See 
attached table 2.) 
EXPANSION GOAL 


The shortage of aluminum during World War II and the demand arising from 
the military buildup accompanying the Korean war demonstrated the necessity 
for substantially expanding primary aluminum capacity. In 1950 domestic 
primary production was 719,000 tons. On March 31, 1952, an expansion goal 
was established for primary aluminum to increase the Nation’s capacity to 
1,546,000 tons per year by January 1, 1955. On October 1, 1952, this goal was 
revised upward to 1,746,000 tons by January 1, 1955. Certificates authorizing 
accelerated amortization over a 5-year period for tax purposes were issued under 
this goal for plants having a total estimated annual capacity of 777,000 tons. 
(See attached table 3.) This increase, plus privately financed expansion projects 
undertaken without Government assistance, exceeded the goal and the goal was 
closed on September 22, 1955. 


PURCHASE CONTRACTS 


As part of the expansion program there were offered in most instances purchase 
contracts which permitted the Government on the one hand to claim the total 
output of such facility for defense production or the stockpile. On the other 
hand the contracts required the Government to purchase any metal from the 
new plants which the company was unable to use or market in its normal opera- 
tions. These contract provisions ran for 5 to 6 years from the time the plants 
began production. They further provided that two-thirds of the expanded 
production, minus military set-asides and Government purchases, should be made 
available to nonintegrated consumers. The details of the administration of these 
contracts have been explored rather completely in earlier meetings with your 
committee. The accompanying tables show the current status of these contracts, 
(See attached table 4.) 

Under the contracts the Government ordered and purchased 493,668 tons for 
the national stockpile in the years 1953 through 1956. The Government was 
required to take 208,144 additional tons under the companies’ options to “put” 
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through 1957. In addition, the Government is still contingently liable for the 
purchase of 757,110 tons of aluminum under the outstanding contracts. (See 
attached table 5.) 

The minimum moter objective computed on the basis of a 5-year emergency 
has been exceeded. e are at present considering the recommendation of the 
Special Stockpile Advisory Committee that stockpile objectives should be revised 
to provide only for a 3-year emergency. If such a change is adopted the require- 
ments for aluminum will be substantially reduced and inventories will exceed the 
maximum objective. 

There has been one recent significant change in these contracts. The original 
contracts provided that after 5 years 25 percent of the expanded production was 
to be offered for sale to nonintegrated users for a period of 15 years. Last fall 
this requirement was increased to 35 percent by mutual agreement between com- 
panies which are in production and our delegate agency, the General Services 
Administration. 

Shipments of aluminum millshapes in 1957 by the nonintegrated producers 
amounted to 359,000 tons. (See attached table 6.) The aluminum used for such 
production was acquired from the usual sources, i. e., primary producers, secondary 
producers, and imports. The provision of the Government purchase contracts 
that a portion of the assisted expansion be offered for sale for a period of 15 years 
following the termination of the direct Government purchase obligation would 
alone supply about 228,000 tons or almost two-thirds of the 1957 consumption by 
this group of nonintegrated producers. 


ENCOURAGEMENT OF COMPETITION 


While striving for an adequate defense position, the Government has con- 
sistently sought to develop competition in the production of primary aluminum 
and to encourage the entrance of new producers. With the'end of World War II 
the disposal of Government-owned facilities for the production of aluminum 
was undertaken by the Surplus Property Board. Planning favored the creation 
of strong competitors for the original sole producer in the United States. Two 
such integrated competitors were established in the course of the surplus disposal 
program, i. e., Reynolds and Kaiser. 

Under the expansion goal during Korea all increases in production were wel- 
comed and new producers were given every encouragement possible under existing 
laws. Ft is noted that each new producer of aluminum metal began its production 
because it wanted metal for its own fabrication into products. Each new pro- 
ducer has hitherto had a surplus of raw metal which it has made available to 
other consumers of the raw metal as long as the supply lasted or, as at present, as 
long as the demand would utilize it. 

hree new producers of primary metal are being established (in addition to 
expansion by the three previous producers). Each of these companies repre- 
sented established fabricators of nonferrous metals (including aluminum), and 
therefore is assured of its own firm market for its own raw metal. Only one of 
these new producers has a Government purchase contract (Harvey). 

It is believed that the aluminum expansion program has greatly improved the 
supply of metal available to small-business users. This is generally illustrated 
by the accompanying table (see attached table 6) showing shipments of aluminum 
mill shapes by integrated and nonintegrated producers over the past 7 years. 
While it is not proper to consider all nonintegrated fabricators as small business, 
a substantial portion is in the small-business classification. The table shows that 
in 4 of 5 major categories of mill shapes the nonintegrated producers have bettered 
their share of the market in a rather substantial degree. Only in the case of foil 
have the nonintegrated producers failed to improve their relative positions. 

The capacity which now exists and which is being brought in by the industry 
will contribute to filling the growing metal requirements of business concerns. 
While a large proportion of this capacity was encouraged and assisted by the 
Government, it should be noted that over the next 3 or 4 years the industry is 
planning further extensive additions to their facilities which will again increase 
the supply of aluminum for all consumers, including those in the small-business 
classification. 
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TaBLe 1.—United States supply of aluminum 
[In thousand short tons] 


United States Imports 
production 


Secondary | Primary | Secondary 


| 


80 
107 
196 
314 
326 
298 
278 
345 
287 
181 
244 
283 
305 
369 
292 
336 
340 
360 
330 
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1 Less than 500 tons. 
2 Estimated. 


TABLE 2.—.Primary aluminum ingot capacity in United States 


{In short tons] 


Dec. 31, Completed Under giant Total by 
Company and plant site 1957 as of | struction | Jan. 1, 1960 
| Apr. 1, 1958 


Aluminum Company of America: 
Aleoa, Tenn ___- 157, 100 
Badin, N. C_. 47, 150 
Evansville, Ind re Tas 
Massena, N. Y 112, 250 
Port Comfort, Tex 120, 000 
Rockdale, Tex ae 150, 000 
Vancouver, Wash 97, 500 
MP MNEINOD, "WT MOM nicki ce cde cde cbse wahid 108, 500 | 


792, 500 





Reynolds Metals Co.: 
Arkadelphia, Ark ; | 55, 000 
Jones Mills, Ark 109, 000 
Listerhill, Ala : 77, 500 
Longview, Wash 60, 500 
Massena, N. x s 
San Patricio, Tex 
Troutdale, Oreg E 91, 500 


488, 500 


— 














Kaiser Aluminum & Chemical Corp.: 
Chalmette, La 247, 500 
Mead, Wash 176, 000 
PEIN, TS. Wa hc ee bm enséendawcoesesie’ 36, 000 
Tacoma, Wash-..- ; 41,000 |... 











73, 000 


Anaconda Aluminum Co.: Columbia Falls, Mont__-_- jtveatdeeniead 
Harvey Aluminum Co.: The Dalles, Oreg pia BERRA 1 54,000 
Ormet Inc. (Olin-Revere), Omal, Ohio \- ; |} 1180, 0009) 


234, 000 | 








Total others | 60, 000 


United States total............--...-..---------| 1,841,500| 73,500 680, 500 | 2, 604, 500 


1 To be completed in 1958. 
2 37,500 tons now in production, Apr. 10, 1958, 
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TaBLE 3.—Primary aluminum production 


facilities 


Thousand 
short tons Millions 
205 206, 


Reynolds ! 
So 
Anaconda - 

Ormet (Olin Mathieson) 


1 Figures quoted from 7th Annual Report of the Activities of the Joint Committee oz Defense Produc- 
tion, dated Jan. 16, 1958. 
2 Total certificate. From records in Facilities Certification Division (ODM). 
+ Latest estimate of cost of reduction plant (85 percent complete Dec. 31, 1957). 


TABLE 4.— Aluminum expansion 


| 
| Termination 
{ 


Annual | Date of con- | Start of pro- 
Reduction plants expanded| tract | duction Contract date for | Actual or esti- 
| capacity | completion of mated date for 
production ! completion of 

| production 
| 


| short tons| 
Aluminum Company of 
America: 
Port Lavaca, Tex.....|_- : oF 
Wenatchee, Wash-..-.-| 120,000 sc. 19,1950 | May 26, 1952 J August 1957. 
Rockdale, Tex : 85, 000 t. 19,1951 | Mar. 4, 1953 Seam 1959... ..-«-| July 1958. 


Apr. 8, 1954 


Kaiser Aluminum & 
Chemical Corp.: 
Chalmette, La_...-- 100, 000 | . 19,198 Dec. 3, 1952 | July 1958 January 1958. 
Spokane, Wash-.- 20, 000 *t. 31,1951 | Mar. 1, 1953 9 October 1957. 
Chalmette, La... 100,000 | Nov. 6,1951 | Nov. 3 | June 1959 September 1958, 
Tacoma, Wash. 8, 200 ‘eb. 28,1952 | Mar. 3 | March 1958........| March 1958. 





=| 
t 228, 200 | 


Reynolds Metals Co.: 
Jones Hill, Ark. 
Troutdale, Oreg -- 100,000 | Dec. 19, 1950 . 26,1952 | July 1958 May 1958. 
Corpus Christi, Tex | 
Longview, Wash. - - 
Corpus Christi, Tex 20, 000 | § . 13,1951 | § . 13, 1952 | September 1957....| November 1957. 


Arkadelphia Tex... 60,000 | Nov. 9, 1951 . 27,1954 | Jume 1959..........| August 1959, 


| 0,000 
Harvey Machine Co.: | rn 
The Dalles, Oreg...-- 54,000 | Sept. 13,1955 | Nov. 1,1958 | November 1964 ?.. 
| | | 








1 Subject to force majeure. 
2 Or with production of 270,000 tons after date of completion. 


Notr.—Any quantity of the new production not sold or used by the contractor in his own fabricating 
operation may be tendered to the Government, and the Government is required to purchase. 
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WEDNESDAY, MAY 7, 1958 


House or REPRESENTATIVES, 
SuscomMiITrEE No. 3 ON MINERALS AND 
Raw MatTeriALs OF THE SELECT 
CommitTTreE To Conpuct a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 11:15 a.m., in room 
304, Old House Office Building, Hon. Sidney H. Yates (chairman of 
the subcommittee) presiding. 
Present: Representatives Yates (presiding) and Sheehan. 
Also present: Irving Maness, counsel; Katherine C. Blackburn, 
research analyst; and Victor P. Dalmas, adviser to minority members. 
Mr. Yarers. The hearing will come to order. Mr. Floete, may we 
have the benefit of your advice? 


TESTIMONY OF HON. FRANKLIN G. FLOETE, ADMINISTRATOR, 
GENERAL SERVICES ADMINISTRATION 


Mr. Fiorre. Good morning. 

Mr. Yarrs. Good morning, Mr. Floete. It is a pleasure to see you 
again. We see each other annually. This is in the nature of a 
quarter-annual visit since our last meeting. I am delighted to see 
that you have your very able Comptroller with you and I am trying 
to remember the name of the other gentleman. 

Mr. Fiorrn. Mr. Pike, the counsel. 

Mr. Yates. Yes. We had some business before the Appropriations 
Committee, too. I understand you have no general statement that 
you are submitting this morning. 

Mr. Fiorte. That is correct, sir, because I was not aware of the 
exact nature of the meeting. 

Mr. Yates. You would prefer to know what the committee is after 
and wait to see what questions the committee is asking. As you and 
Mr. Medley recall, we asked some questions before my Appropriations 
Subcommittee pertaining to the amendments to the existing contracts 
between the Government and the various aluminum producers. I am 
still not clear on what the import of those contracts is. Under the 
amendments, can the Government be charged with imports that. are 
made by any of the primary producers insofar as their tender rights 
under their existing contracts are concerned? 

Mr. Fiortr. No. The amendments actually covered six specific 
points. Of course, the problem, the most important one, was our 
right to deduct imports from their “put” rights. I might mention 
the others, just to bring them in to focus and then, particularly, the 
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import provision. In the first one on the other five we established a 
uniform method of computations, for, if they had not been uniform, 
it would have caused a great deal of trouble and loss of time. We 
clarified the question of freight allowances. The price previously had 
been fixed as of the date of shipment. On a rising market, of course, 
that many times worked to the disadvantage of the Government, so 
we changed that. We changed the provision as to the grade of the 
aluminum, which theretofore had been at 99.0 percent purity, which 
is not stockpile grade, and it must now be stockpile grade. We 
increased the amount of availability for 15 years after the termination 
of the contracts to the nonintegrated users from 25 to 35 percent, 
which is a 40-percent increase. Lastly, came the matter of deduction 
of purchases of primary metal. That, of course, was one of the 
strongest contested provisions.’ These contracts were all made during 
1950 and 1952, under the stress of the Korean war. They were com- 
pletely silent as to that particular feature. Just nothing was said in 
the contracts about them. Accordingly, the companies all took the 
same position, that we had no right to deduct such primary purchases. 
So we started at just the opposite ends of the poles. They contended 
that there was no provision, there was no requirement that they deduct 
any, and we on the other hand contended that the entire amount 
should be deducted. 

The result after many hours of labor was that the companies finally 
agreed to a provision that requires such purchases to be deducted. [ 
think there has been some misconception as to how it works, but we 
stipulated an amount, an exact amount in each case, which was the 
amount that they then had on order with Alean. It further provided 
that, should their purchases nevertheless exceed those amounts, the 
increased amount must be deducted. 

Mr. Yates. In its testimony before this committee, Alcan stated 
that it had amended its purchase order with Alcoa to defer part of the 
primary metal which Alcoa had purchased from Alcan under the pro- 
visions of a long-term contract. I asked the question at that time of 
the witnesses before us, as to whether the amount so deferred was to 
be deducted from the tender rights under its contract with the Govern- 
ment. There wasn’t anything specific stated there. Is it your under- 
standing that any deferral of imports are in the same class so that they 
would be regarded as deductions from tender rights under existing 
contracts? 

Mr. Fioerte. Yes, I don’t think the subsequent deferrals would have 
any effect on it because we predetermined the amount. In the case of 
Alcoa, I think it was 132 million pounds. 

Mr. Yates. Suppose they import more than that? 

Mr. Fioretre. Then we would deduct more. 

Mr. Yates. You have a certain formula in your amendment, 
haven’t you, on this point? Is this a 100-percent deduction of any 
amounts that are imported from the tender rights of the Government? 

Mr. Fiorte. Yes, 100 percent. 

Mr. Yates. And that includes any deferrals that are made under the 
existing contract, as well? 

Mr. Fiozre. Yes. 

Mr. Yates. This applies to the Kaiser contracts? Well, I see Mr. 
Pike has a frown on his face. 
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Mr. Pixs. No, Mr. Yates, I say this. The Alcan contract that 
Alcoa had called for in excess of 132 million pounds, but at the time 
we negotiated they had deferred delivery, so that only 132 million 

unds, or perhaps even a smaller figure, was deliverable during the 
life of the Gedney supply contracts. What we deducted was 
not the whole, I believe 165 million pounds under the Alcan contract, 
but the 132 million pounds that were called for delivery during the 
life of the Government contracts. Now, if they deferred more than 
that, so that the actual delivery was, say 100 million pounds, they 
would still deduct 132 million pounds. If, however, they took in 
excess of 132 million pounds, the excess would be deducted from the 
tender rights. 

Mr. Yates. So that the Government is protected completely on 
the question of imports so far as the tender rights are concerned. 

Mr. Prxe. Yes. That is correct. 

Mr. Yates. Does the same fact pertain to the Kaiser contract? 

Mr. Pixs. That is correct. 

Mr. Yates. Is this in accordance with GAO’s understanding of 
the contract, as well? Have you had any occasion to discuss this 
with GAO? 

Mr. Fioretrz. Mr. Medley knows about that feature. 

Mr. Mep.uey. Subsequent to a telephone call from you one day, 
Mr. Yates, we conferred with GAO and to the best of my knowledge 
that is their understanding of the contract. I think they are here 
though, and can speak. 

Mr. Yates. I wondered whether that was your understanding 
that was their view. Was there any discussion as to whether or not 
the amount of scrap purchased by the primary producers should 
have a bearing on the tender rights of the Government? 

Mr. Fiorrn. Yes, sir. There were extensive discussions. When 
we first initiated these discussions. Well, of course, they were 
initiated some years before, I believe, but actually—we seriously 
started to consider them in June of last year and that was one of the 
points that we discussed at the very first meeting, when we tried to 
get a groundwork under which we could discuss these various sub- 
jects. We continued to discuss it throughout the proceedings, but 
the companies maintained that, as to their toll rights, that was a 
vested right, that it had been a matter of commercial practice for 
many years, and that they would not change it. They felt essen- 
tially the same way about other scrap. So, to be perfectly frank, 
the net result is that we were unable to get a provision that would 
have covered those two items, scrap and toll scrap. You must 
understand, Mr. Chairman, that these were firm contracts, that had 
been entered into, and the companies had been performing under 
them for over 4 years; that we had to negotiate to secure as much as 
we could and yet we were not able, as it usually the case, to secure 
everything that we started for. I just must admit we were unable 
to achieve anything as to that. 

Mr. Yares. In principle, the scrap is the same as imports, isn’t it? 
Insofar as the Government’s tender rights are concerned? You can 
envision companies doing their contractual requirements, doing the 
purchase of the scrap and putting to the Government in accordance 
with the contract. 
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Mr. Fiorre. I don’t think there is any doubt of it. It might be of 
interest to the committee to know what the present situation is as to 
the Government’s liability, extreme liability for the remainder of 
these contracts. 

Mr. Yares. It would be of interest to the committee. 

Mr. Fiorter. This was as of March 31. In the case of Alcoa, we 
still have the maximum obligation of 73,149 tons, or $37,569,000, 

Mr. Yates. Is this on the 24-cent price, current price? 

Mr. Fiorre. Yes, 24 cents. On the Kaiser contracts, 62,561 tons; 
$30,360,000. On the Reynolds contracts, 145,006 tons; $70,618,000, 
For a total of approximately—I have not added it up here—280,000 
tons. 

Mr. Yates. Roughly, $140 million. 

Mr. Fiortr. Yes. Starting from a base of 3 million tons and some 
billion, $350 million. So we have about 10 percent left of the 
maximum liability. 

Mr. Yates. What is our liability to Harvey? Do you think that 
should be included too? 

Mr. Fiorre. Well, the liability to Harvey is, of course, as it was 
originally; 270,000 tons and at those prices $129,600,000. No 
deliveries, of course, have been made by Harvey because the plant is 
not yet complete. 

Mr. Yates. Did you state for the record what the savings to the 
Government would be as a result of your amendment of your cone 
tracts with Alcoa and Kaiser to exclude imports? 

Mr. Fiorter. That including Reynolds—— 

Mr. Yates (interposing). Well, Reynolds doesn’t have any im- 
ports. 

Mr. Fiortr. No, but you see we negotiated these contracts indi- 
vidually so there were differences in each one and we did secure 
concessions from Reynolds so we can put a dollar value on it. 
$11,280,000 in the case of Reynolds. 

Mr. Yates. Based on what? If Reynolds doesn’t import, how 
do you save money on this sort of amendment? 

Mr. Fiorre. Because of a concession we got from them with 
reference to their set-aside program; $130,000 of it was for reduction 
in tender rights prior to April 1, 1957, as well as an adjustment for 
military set-asides. There was an adjustment of their inventory, 4 
items amounted to $11,280,000; $42,930,000 in the case of Kaiser; 
and $43,950,000 in the case of Alcoa. 

Mr. Yates. Was this a part of the report you made to Senator 
Robinson’s committee as to the savings? 

Mr. Fiozre. I think so. 

Mr. Meptey. Yes. 

Mr. Yatss. Is that an exhibit which may go into the record to 
show just what the savings were? 

Mr. Fioere. Yes. 

Mr. Yares. Will you hand that to the reporter, please. 
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(The matter referred to is as follows:) 


Exuisit B.— Potential savings to the Government under aluminum supply contract 
amendments (as compared in September 1957) 











Quantit Value 
(in pounds) 
Alcoa: 
Reduction in tender for the production period ended Mar. 31, 1957.......| 40,000,000 $10, 000, 000 
Reduction in tender rights for the production period Apr. 1, 1957 to com- 
NR Shi aaik s phonons pail banat a Uae shiiodes cikeaaiannena tai abate 132, 000, 000 33, 750, 000 
Reduction under price protection provision.................----.-------- 20, 000, 000 200, 000 
OEE BI inccpeensunscUuncunenksegeednesenshbenbhooakrinetedagetinmmdicdeininienaial 43, 950, 000 
Kaiser: 
Reduction in tenders for the production period ended Mar. 31, 1957_-.---- 7, 000, 000 1, 750, 000 
Reduction in tender rights for the production periods Apr. 1, 1957 to 
completion - ---- Scthcodah(ecuten cob dedbnbecgoatapaahouaaetesatteah 158, 000, 000 41, 080, 000 
Reduction under price protection provision... ..........-...-..---------- 10, 000, 000 100, 000 
OU, Pn ick ie Ah add atectdiceondbe Leeda ghaatelun cate aesbieee 42, 930, 000 
Reynolds: 
Reduction in tender rights for the production periods Apr. 1, 1957 to 
completion (estimated primary purchases)...-............------------- 500, 000 130, 000 
Reduction in tender rights for the production periods Apr. 1, 1957 to 
completion (estimated pro-rata share military set-asides) .........-..-- 37, 000, 000 9, 500, 000 
Reduction by reason of inventory freeze as of Mar. 31, 1957.......-.----- 6, 400, 000 1, 600, 000 
Reduction under price protection provision.................-.--.------- 5, 000, 000 50, 000 
OCU, DNV oa. occncidectausthmmessvutececutsccdvenetbecccudeebal lenses uae 11, 280, 000 
OE OE Sen cnn darntetn de sastnapsaapmiteaeeatend antec tania 98, 160, 000 


Mr. Fiorrn. That is priced out at 26 cents, by the way. 

Mr. Yates. Yes. Has Mr. Medley computed the savings that have 
accrued to the Government on the potential liability when the 
price was reduced from 26 to 24 cents? 

Mr. Fuioere. I believe he did. While he is looking for that, I 
might say that we have pursued the same policy with reference to 
other contracts for the stockpile purchases and have attempted to 
get changes or eliminations in quite a number of them. We have been 
working on that for some time. 

Mr. Yates. Of course, I know in connection with the appropriation 
hearings what you have been attempting to do, and I think you have 
done a very fine job and I think you are doing a very fine job on that. 
Have you had any success with Freeport Sulphur in reducing that 
ore contract? 

Mr. Fioers. No, sir. We had extensive hearings last week. 

Mr. Yares. Incidentally, I asked you the question I asked Mr. 
Gray yesterdey. He stated this was still a bad time for metals prices. 
Have you taken Nicaro off the market? 

Mr. Forres. I guess my answer is still the same as it was the last 
time. We have not put it on. 

Mr. Yates. I thought you were looking for bids? 

Mr. Fiogtrr. No 

Mr. Yates (interposing). I remember a press release indicating 
that you were looking for bids. 

Mr. Forres. Well, we were simply advising possible customers that 
at some time in the future we may put it on the market, and we have 
asked them as to their interest and we have told them they can go 
down and look at the plant if they want to, and quite a few have 
gone. 
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Mr. Yates. You mean at the present time? 

Mr. Fiorre. There is no one going right now. 

Mr. Yates. Do you need approval from any agency in order to 
put that plant on the market? Do you need approval from the 
Secretary of Defense? 

Mr. Fiorre. Yes, because it is a part of the national industrial 
reserve, under Public Law 883. It gives him authority to determine 
in the first place whether it is needed for national defense or whether 
it should be held in the mobilization reserve. But we have cleared 
that. We went to them over a year ago and finally received a letter 
last September which gave us the permission to go ahead initially on 
the basis of a lease, but the letter further stated that should we receive 
offers to purchase, they would be given due consideration also. I 
think the letter is sufficiently broad to permit us to do either one at 
the proper time. I do feel very strongly that we ought to get out of 
the Fossa but whether it is a propitious time or not, I doubt it. 

Mr. Yates. The Appropriations Committee considers you to be a 
pretty good businessman. They didn’t think this was the time to 
sell Nicaro, depending, of course, on what the offers were. 

Mr. Fioretr. We have had troubles down there, of course, as a 
result of the uprising, but fortunately the plant has not been damaged, 
not seriously. 

Mr. Yates. Well, you have made a pretty good contract for the 
Government recently in connection with your ore supplies there, 
haven’t you? I thought I read an announcement in the paper that 
you had finally signed up a contract for the purchase of some ore 


supplies close by; it didn’t have to depend so much on Freeport? 


Mr. Fiorte. No, we have been in negotiation with Bethlehem 
Steel Co. for some time. They own a very large body of ore in close 
proximity to the Nicaro plant. They made us an offer but we have 
not accepted it because even at this moment we don’t know jvst 
how many tons of ore is involved or what the ore assays. Until you 
know those two simple things, you don’t know whether you are pay- 
ing too much. We have had to interrupt our drilling down there to 
determine the nickel content of the ore. Because of the recent 
trouble, we have had to take the men off. We were actively doi 
it and had it substantially completed, but now it may be severa 
months before we can complete it, even if things quiet down now. 

Mr. Yates. Do you have have copies of the amendments that we 
may make a part of the record? We have the original contracts in 
the record of an earlier hearing. We would like to get copies of the 
amendments. 

Mr. Fiorte. We can supply them. Do you have them? 

Mr. Meptey. Yes. 

(The amendments so referred to in connection with the Reynolds 
Metals Co., Aluminum Company of America, and Kaiser Aluminum 
& Chemical Corp. are as follows;) 

SEPTEMBER 16, 1957. 
Reynotps Merats Co., 
Richmond, Va. 
GENTLEMEN: In connection with your recent tenders of primary aluminum pig 


pursuant to contracts Nos. GS-OOF(D)-—12068, -12202, and —12214 each of us 
agreed that we would exert our best efforts to resolve certain differences with re- 
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spect to those contracts. As a result of those efforts, it is now mutually agreed, 
with respect to those contracts, as follows: 


1. 





TENDERS 





LIMITATIONS ON 


The amount of any tender of primary aluminum by you to the Government in 
respect of production during the production year April 1, 1957, through March 
$1, 1958, during the production year April 1, 1958, through March 31, 1959, and 
during the period after March 31, 1959, to the completion of the “additional pro- 
duction’’ (as that term is defined in said contracts), plus the amount of all prior 
tenders in respect of production during such production year or period, respec- 
tively, shall not exceed an amount equal to the total production from the con- 
tract facilities from the beginning of such production year or period to the end 
of the calendar month preceding the date of such tender, less the sum of (a) the 
total amount of primary aluminum purchased and received by you during such 
production year or period, except receipts of primary aluminum obtained through 
arrangements with customers whereby customers receive a substantially equiva- 
lent amount of metal further advanced in fabrication, (b) the total amount of 
shipments of primary aluminum made during such production year pursuant to 
contracts with nonintegrated users if the amount was deducted from your adver- 
tising obligation, and (c) the amount of shipments of primary aluminum pursu- 
ant to priority rated orders applicable to contract production on the basis of the 
ratio of contract to noncontract production during the applicable calendar 
quarter. 

2. COMPUTATION OF TENDERS 


The quantity of primary aluminum that you may be entitled, subject to the 
limitation of section 1, to tender to the Government during the first 10 days of 
any calendar month is an amount equal to the total production from the con- 
tract facilities (within the meaning of said term “additional production’’) from 
April 1 of the applicable production year or period to the end of the calendar 
month preceding the date of the tender, less: 

(a) The total of the amounts of any prior tenders to the Government (or 
Government calls applicable to contract production), in respect of such produc- 
tion year or period, whether or not deliveries have been made; 

(6) The total of the amounts of sales and utilization of aluminum from the 
contract facilities during such production year or period through the end of the 
calendar month preceding the date of the tender (excluding shipments repre- 
sented by amounts deducted under clause (a) above and shipments under tenders 
in respect of prior production years). 

Such total of sales and utilization of aluminum from the contract facilities for 
the purpose of this clause (b) shall be computed, with due regard for your rights 
of substitution under said contracts, in the following manner: 

From the sum of your inventory of primary aluminum at vour contract facilities 
as of March 31, 1957 (which for this purpose shall be deemed to be 6,440,096 
pounds), plus the amount of all tenders in respect of the preceding production 
year that were not shipped at the beginning of the applicable production year or 
period (as deducted under (iv) below), plus the total production of primary alumi- 
num at all your smelting plants during the applicable production year or period, 
there shall be deducted (i) your inventory of primary aluminum at all your smelt- 
ing plants as of the end of such production year or period, but not less than 
6,440,096 pounds, (ii) your total production of primary aluminum other than 
“additional production” during such production year or period, (iii) all actual 
shipments under prior tenders and calls, in respect of such production year or 
period, the amounts of which were included in the deduction pursuant to clause (a) 
above, and (iv) shipments made or to be made under tenders in respect of the 
preceding production year. The result is the amount of sales and utilization of 
aluminum from the contract facilities for the purpose of this clause (0). 

Upon acceptance of this latter agreement, you shall forthwith furnish the 
Government computations of your rights pursuant hereto to tender aluminum 
pig for the period from April 1 through July 31, 1957, and for the period April 1 
through August 31, 1957. On or before the 10th day of October 1957, and the 
10th day of each month thereafter you shall furnish the Government a computa- 
tion of your rights to tender aluminum pig as of the end of the preceding month, 
computed in accordance with the provisions of this latter agreement, whether or 
not any tender is, in fact, made with respect to such month. Your right to tender 
metal as of any calendar month shall be computed by considering all prior months 
in the production year or period as a single period. 
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3. DELIVERIES TO THE GOVERNMENT 


For the purpose of making deliveries of primary aluminum tendered to the 
Government, contract facility metal may be delivered whether or not produced 
during the current production year, provided the quantity delivered is not in 
excess of the quantity which you are entitled to tender pursuant to the provisions 
of this letter agreement. You may, however, substitute aluminum made at other 
than contract facilities.as permitted by paragraph (b) of article VI of said con- 
tracts, provided that written notice of your intention to make substitution shall 
be given to the Administrator of General Services prior to shipment. 


4, PAYMENTS 


Following receipt from you of the computations of your rights to tender alumi- 
num pig for the period from April 1, 1957, through July 31, 1957, and for the 
period from April 1, 1957, through August 31, 1957 (which computations shall be 
subject to verification by the Government), the Government shall promptly issue 
shipping instructions in accordance with such computations. No payments, other 
than those heretofore made, shall be made until January 16, 1958, for metal 
tendered to the Government for the production year ending March 31, 1958. 
On that date you shall be paid the sum of $25,750,000, provided at least that 
amount is owing in due course with respect to metal previously shipped to the 
Government. All additional payments for primary aluminum shipped to the 
Government in respect of the production year ending March 31, 1958, shall be 
paid in due course, except that none of such additional payments shall be made 
prior to March 16, 1958 (other than for shipments not in excess of the difference 
between $25,750,000 and the amount actually paid on January 16, 1958), and the 
additional payments on that date shall not exceed $25 million. The sum of all 
payments prior to August 1, 1958, for shipments in respect of production during 
the production year ending March 31, 1958, shall not exceed the amount that 
may be owing with respect to shipments of a quantity of aliminum equal to 
60 percent of the total production from the contract facilities during such produc- 
tion year. Payments for additional shipments up to 20 percent of the total 
production shall be deferred until August 1, 1958, and for the remaining shipments 
up to 20 percent of the total production until August 1, 1959. 

Payment for shipments in respect of production during the production year 
ending March 31, 1959, shall be made in due course, except that the maximum 
payments to you from April 1, 1958, through March 31, 1959 (exclusive of pay- 
ments for shipments in respect of the production year ending March 31, 1958), 
shall not exceed the amount that may be owing with respect to shipments of a 
quantity of aluminum equal to 60 percent of the total production from the con- 
tract facilities during the production year ending March 31, 1959. The remaining 
payments shall be deferred until August 1, 1959. Payment for shipments in 
respect of production after March 31, 1959, shall be made in due course. 


5. TRANSPORTATION ALLOWANCES 


All shipments of aluminum hereafter made pursuant to these contracts shall 
be made f. o. b. point of origin (or shipping point), freight allowed. For this 
purpose, the freight allowance shall be an amount equivalent to the lowest pub- 
lished common carrier freight rate available, including transportation tax, in 
effect on the date of shipment. However, if the Government determines that 
because of military necessity time is of the essence, and rail or truck transporta- 
tion is specified, then the allowance shall be based on the lower of published rail 
or truck common carrier freight rate, calculated as specified above. 


6. QUALITY OF METAL 


All primary aluminum actually delivered by you to the Government pursuant 
to tenders made after September 10, 1957, shall be of a minimum grade of 99.3 
percent purity and an average grade of 99.6 percent purity, and otherwise conform 
to stockpile specification P—62—R-1, dated July 30, 1954. 


7. SALES TO NONINTEGRATED USERS 


Your obligation to make available for sale to nonintegrated users annually 4 
quantity of aluminum equal to 25 percent of the annual capacity of the additional 
smelting facilities, as more fully provided in article VII of said contracts, shall 
be increased so that you shall make available annually, pursuant to the terms 
of said article VII of said contracts, a quantity of aluminum equal to 35 percent 
of the annual capacity of said facilities. 
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8. PRIOR TENDERS 


You have tendered to the Government, and the Government has accepted 
65 million pounds of primary aluminum in respect of the production year ended 
March 31, 1957. The acceptance of that amount of primary aluminum is hereby 
ratified and constitutes a complete fulfillment of the Government’s obligation to 
accept tenders of primary aluminum pig in respect of such production year. 


9. ADVERTISING 


In view of the changes made by this letter agreement, you may revise your 
quarterly advertising reports for the quarters April through June, and July 
through September 1957. 


10. COMPUTATION OF PRODUCTION 


After March 31, 1957, in computing and reporting production to the Govern- 
ment, production will be deemed to be pot room weights including metallic 
additions. 

11. PRICE PROTECTION 


The price for any metal tendered to the Government after March 31, 1957, 
shall be the price provided for in the above-captioned supply contracts, except 
that the price for any quantity tendered, instead of being the price in effect at the 
time of delivery, shall be the lower of (a) the price in effect at the time of delivery 
or (b) the price in effect at the end of the earliest prior consecutive month after 
March 1957 in respect of which you shall have filed a report showing that you 
were entitled to tender such quantity of metal. Notwithstanding the foregoing 
provisions, the price for metal tendered by you to the Government during June, 
July, and August 1957, and all overshipments pursuant to prior tenders shall be 
at the price in effect on July 31, 1957. 


12. FORMAL CONTRACT AMENDMENTS 


The parties shall, as promptly as possible, prepare and execute formal amend- 
ments to the supply contracts above referred to. Until such amendments are 
executed, this letter agreement, upon acceptance by you, shall constitute a 
binding agreement between us amending said contracts, subject, however, to the 
condition contained in the following section. 


18, CONSENT REQUIRED 


You have advised us that your acceptance of this letter agreement will require 
the consent of the financial institutions that have made loans to you in reliance 
upon said contracts. If, within 60 days from the date hereof, you advise us that 
you have been unable to obtain such consents, then this letter agreement shall 
be null and void. 

Sincerely yours, 
Unitep States oF AMERICA, 
By FRANKLIN G. FLOETE, 
Administrator of General Services. 

Accepted this 16th day of September 1957. 

Reynotps Merats Co., 
By C. E. Coauitt, 
Vice President and Treasurer. 


SEPTEMBER 13, 1957. 
ALuMINUM COMPANY OF AMERICA, 
Pittsburgh, Pa. 
(Attention: Mr. Leon E. Hickman, vice president and general counsel.) 
GENTLEMEN: In connection with the Government’s partial acceptance of your 
tender of April 2, 1957, of primary aluminum pig pursuant to contracts GS-OOP-— 
(D)—12007 and —12096, each of us agreed that we would exert our best efforts to 
resolve certain differences with respect to those contracts. As a result of our 
negotiations, the following agreement has been reached with respect to those 
contracts: 








376 ALUMINUM INDUSTRY 


1. TENDER FOR YEAR ENDING MARCH 31, 1957 


You have tendered to the Government 250 million pounds of primary aluminum 
pig on account of production during the contract year ending March 31, 1957, 
The Government accepts 210 million pounds of the amount so tendered (including 
100 million pounds previously accepted by General Services Administration’s 
letter to you of May 29, 1957) upon the understanding that such acceptance 
constitutes a complete fulfillment of the Government’s obligation to accept 
tenders of primary aluminium for such year, and that regardless of the date of 
delivery the prices of such pig shall be your published prices in effect on March 31, 
1957, for the grade, form, size, and quantity involved. Upon your acceptance 
of this letter agreement the conditions stated in the aforementioned letter of 
May 29, 1957, will have been satisfied, the Government will no longer withhold 
any part of the invoice value of the metal delivered pursuant to this agreement, 
and all retentions heretofore made will be paid to you forthwith. 


2. TENDERS FOR PERIOD AFTER MARCH 31, 1957, TO COMPLETION 


A. The quantity of primary aluminum pig that you will be entitled to tender 
to the Government with respect to production subsequent to March 31, 1957, 
shall be the amount of “‘additional production”’ (as that term is defined in the said 
contracts) on and after April 1, 1957, to the end of the period with respect to 
which the amount of the tender is computed, reduced by the sum of the amounts 
determined under the following clauses (1)—(4), each amount being determined ag 
of the end of the period with respect to which the amount of the tender is being 
computed: 

(1) The total amount of all prior tenders made with respect to such period 
and accepted by the Government, whether or not deliveries have been made 
thereunder. 

(2) The total amount of all Government calls made with respect to such 
period, whether or not deliveries have been made thereunder. 

(3) The total amount of shipments of the ‘‘additional production” during 
such period (excluding, however, shipments under tenders and calls the 
amounts of which were deducted under clauses (1) and (2) above, and ship- 
ments under tenders with respect to the contract year ending March 31 
1957.) Such total amount of shipments of the ‘additional production’ 
shall be computed, without regard to actual physical shipments and with 
due regard for your rights of substitution under said contracts, in the follow- 
ing manner: From the sum of (i) your inventory of primary aluminum at all 
your smelting plants as of March 31, 1957, plus (ii) the total production of 
primary aluminum at all your smelting plants subsequent to March 31, 1957, 
there shall be deducted (iii) your inventory of primary aluminum at all your 
smelting plants as of the end of the period with respect to which the amount 
of the tender is being computed, the result being deemed to be the amount 
of primary aluminum sold and utilized. From this result there shall be 
deducted (iv) your total production of primary aluminum other than “addi- 
tional production” subsequent to March 31, 1957, the resulting difference 
being deemed to be the total amount of shipments of the ‘‘additional pro- 
duction” during such period. All actual physical shipments under tenders 
and calls, the amounts of which were deducted under clauses (1) and (2) 
above, and shipments under tenders with respect to the contract year 
ending March 31, 1957, shall then be deducted to determine the net amount 
to be deducted under this clause (3). 

(4) The total amount of shipments of primary aluminum pig, ingots, and 
billets made during such period from other than ‘‘additional production.” If 
such shipments were made pursuant to a contract of sale with a nonintegrated 
user or pursuant to a priority rated order and the amount of the contract or 
rated order was deducted from your advertising obligation for the quarter in 
which such material was shipped, or if such shipments were made to a non- 
integrated user in lieu of adding the quantity thereof to the quantity to be 
advertised in a subsequent quarter. 

B. Notwithstanding the provisions of paragraph A above, in no event shall 
your tender with respect to production subsequent to March 31, 1957, exceed 
the amount of ‘‘additional production’ (as that term is defined in the said con- 
tracts) on and after April 1 of the applicable contract year to the end of the period 
with respect to which the tender is made, reduced by the following: 

The total amount of purchased primary aluminum pig and ingot received 
by you during such year; provided, however, that there shall not be included 
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in such receipts any primary aluminum received by you under toll, purchase 
and exchange, or other similar arrangements, in connection with which you 
are obligated to delivery or sell an approximately equal amount, in pounds 
or value, of a different aluminum product; and provided further that the 
tenders with respect to “additional production’? subsequent to March 31, 
1957, may not exceed an aggregate of 195 million pounds. 

C. Upon your acceptance of this letter agreement, all prior tenders with 
respect to the period beginning April 1, 1957, shall be deemed canceled without 
prejudice to your right to renew such tenders, computed in accordance with the 
provisions of this agreement. You shall forthwith furnish the Government a 
computation of your rights to tender aluminum pig for the period from April 1, 
1957, to August 31, 1957, and thereafter on or before the 10th day of October 
1957 and each month thereafter you shall furnish the Government a computation 
of your rights to tender aluminum pig as of the end of the preceding month, 
computed in accordance with the provisions of this agreement, whether or not 
any tender is, in fact, made with respect to such period or month. Your right to 
tender metal in respect of the production period beginning April 1, 1957, shall be 
cumulative until the completion of such “additional production.’”’ Tenders in 
whole or in part within such cumulative rights, in respect of the production period 
beginning April 1, 1957, may be made on or before the 10th day of any calendar 
month within such period and on or before the 10th day following the completion 
of all ‘‘additional production.” 

D. The price of aluminum pig tendered to the Government with respect to the 
period subsequent to March 31, 1957, shall be determined as provided in para- 
graph 2 of article XI of said contracts except that the price shall be the lowest 
price in effect during the month with respect to which the right to tender that 
amount of aluminum pig, computed in accordance with this section 2, first arose. 


3. DELIVERIES TO THE GOVERNMENT 


Metal delivered pursuant to tenders to the Government shall be metal produced 
from the “additional facilities’? (as that term is defined in the said contracts), 
whether or not such metal was produced during the contract year with respect to 
which the tender was made. ou may, however, substitute aluminum made in 
other facilities as permitted by paragraph Z of article VI of said contracts pro- 
vided that prior written notice of your intention to make substitution shall be 
given to the Administrator of General Services prior to shipment. 


4. PAYMENTS 


You are to ship the 110 million pounds of primary aluminum pig remaining to 
be delivered with respect to the contract year ending March 31, 1957, in the 
amount of 36 million pounds in October 1957, 37 million pounds in November 
1957, and 37 million pounds in December 1957, payment therefor to be made in 
due course as provided in the contracts, except that the payment for shipments 
in November 1957 shall be made on January 16, 1958, and payments for December 
1957 shall be made not prior to January 16, 1958. The Government will issue 
appropriate shipping instructions with respect to each month’s shipments on 
October 1, November 1, and December 1, 1957, so that you may maintain an 
orderly shipping schedule throughout each month. Shipments pursuant to 
tenders of ‘‘additional production” after March 31, 1957, may be made during the 
calendar year 1958 as you may elect; and shipping instructions will be issued as 
requested with respect to metal appropriately tendered to the Government: 
Provided, however, That you are not to bill the Government for metal shipped to 
it in 1958 at a rate cumulatively in excess of 16,250,000 pounds a month. That 
is to say, you may bill the Government in the month of January 1958 for not to 
exceed 16,250,000 pounds; in February 1958 for an amount which, when com- 
bined with January bills, will not exceed 32,500,000 pounds; or in March 1958 for 
an amount which, when combined with bills in January and February 1958, will 
not exceed 48,750,000 pounds; and so on until the last of the aluminum tendered 
and shipped hereunder shall have been paid for. 


5. TRANSPORTATION ALLOWANCES 


All shipments of aluminum hereafter made pursuant to those contracts shall be 
made f. o. b. point of origin (or shipping point), freight allowed. For this purpose, 
the freight allowance shall be an amount equivalent to the lowest published 
common-carrier freight rate, including transportation tax, in effect on the date of 
the execution of the contract, except that, if such lowest rate is increased prior 
to the date of shipment, the applicable rate shall be the lowest published common- 
carrier freight rate in effect at the date of shipment. 
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6. QUALITY OF TENDERED METAL 


Metal terilered to the Government pursuant to said contracts shall be of a 
minimum grade of 99.3 percent purity and an average grade of 99.6 percent 
purity and otherwise conform to stockpile specification P-62-R1: Provided, how. 
ever, That with respect to all tenders applicable to production from additional 
facilities on and after August 1, 1957, such metal shall be of a minimum grade of 
99.5 percent purity and otherwise conform to stockpile specification P-62-R1, 


7. SALES TO NONINTEGRATED USERS 


Your obligation to make available for sale to nonintegrated users a quantity of 
aluminum annually equal to 25 percent of the annual capacity of the additional 
aluminum smelting facilities, as more fully provided in article VII of said con- 
tracts, shall be increased so that you shall make available annualiy, pursuant to 
the terms of said article VII of said contracts, a quantity of aluminum equal to 
35 percent of the annual capacity of the said facilities. 


8. ADVERTISING 


In view of the changes made by this agreement, you may revise your quarterly 
advertising reports for the quarters April through June, and July through Sep- 
tember 1957. 

9. COMPUTATION OF PRODUCTION 


In computing and reporting production pursuant to section 2 hereof, production 
will be pot-room weights including metallic additions. 


10. FORMAL CONTRACT AMENDMENTS 


The parties hereto shall, as promptly as possible, prepare and execute formal 
amendments to said contracts so as to incorporate therein the terms of this agree- 
ment. Until such amendments are executed, this letter agreement, upon accept- 
ance by you, shall constitute a binding agreement between us. 

Sincerely yours, 
GENERAL SERVICES ADMINISTRATION, 
By FRANKLIN G. FLOETE, 
Administrator. 
Accepted this 13th day of September 1957. 
ALUMINUM COMPANY OF AMERICA, 
By Leon E. Hickman, 
Vice President. 


SEPTEMBER 13, 1957. 
Kartser ALuminum & CHEMICAL CorP., 
Washington, D. C. 

GENTLEMEN: In connection with your recent tenders of primary aluminum 
pig pursuant to contracts Nos. GS—OOP(D)-—12006, 12143, 12192, and 12213, 
each of us agreed that we would exert our best efforts to resolve certain differences 
with respect to those contracts. As a result of those efforts, it is now mutually 
agreed, with respect to those contracts, as follows: 


I. LIMITATIONS ON TENDERS 


The amount of any tender of primary aluminum by you to the Government in 
respect of production during the production year April 1, 1957, through March 
31, 1958, plus the amount of all prior tenders in respect of production during such 
production year, shall not exceed an amount equal to the total production from the 
contract facilities from the beginning of such production year to the end of the 
calendar month preceding the date of such tender, less: 

(1) an amount equal to 13,166,667 pounds multiplied by the number of 
full months of the contract year that shall have elapsed from the beginning 
of such production year to the end of the calendar month preceding the date 
of such tender; and 

(2) the total additional amount of primary aluminum purchased and 
received by you during such production year except for (a) receipts of primary 
aluminum obtained through arrangements with customers whereby customers 
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receive a substantially equivalent amount of metal further advanced in 

fabrication, and (b) such amounts of primary aluminum as are in fact delivered 

to you pursuant to contracts in effect on or before June 11, 1957, and are not 

in excess of the quantities that would have been called for under the then 

existing provisions of such contracts, unless such additional amounts shall 

have been approved by the Administrator of General Services for delivery 
during such period. 

The limitations specified above shall not apply to production years preceding or 

following the production year beginning April 1, 1957, and ending March 31, 1958. 


2. COMPUTATION OF TENDERS 


A. The quantity of primary aluminum that you will be entitled, subject to the 
jimitation of section 1, to tender to the Government during the first 10 days of any 
ealendar month is an amount equal to the tota: production from the contract 
facilities (within the meaning of the term “additional production’’ as used in 
those contracts) from April 1, of the applicable production year to the end of the 
ealendar month preceding the date of the tender, less: 

(1) The total of the amounts of any prior tenders to the Government, or 
Government calls applicable to contract production, in respeet of such 
production year, whether or not deliveries have been made; 

(2) The total of the amounts of shipments of aluminum from the contract 
facilities during such production year through the end of the calendar month 
preceding the date of the tender (excluding shipments represented by amounts 
deducted under clause (1) above and shipments under tenders in respect of 
prior production years) ; 

(3) The total of the amounts of shipments of aluminum during such 
production year through the end of the calendar month preceding the date 
of the tender from other than contract facilities pursuant to a contract of sale 
with a nonintegrated user or pursuant to a priority rated order, if the sale 
was made under a contract or priority rated order which was deducted from 
your advertising obligation for the quarter in which such material was 
shipped, or if the sale was made to a nonintegrated user under a contract 
which was not deducted from your advertising cbligation for such quarter, in 
lieu of adding the quantity to the quantity to be advertised in a subsequent 
quarter; and 

(4) The total amount of any primary aluminum purchased and received by 
you during such production year, except for (a) receipts of primary alumi- 
num obtained through arrangements with customers whereby customers 
receive a substantially equivalent amount of metal further advanced in 
fabrication, and (+) such amounts as are in fact delivered to vou pursuant to 
contracts in effect on or before June 11, 1957, and are not in excess of the 
quantities that would have been ealled for under their then existing provisions, 
unless such additional amounts shall have been approved by the Administra- 
tor of General Services for delivery during such period. 

B. You shall determine and advise the Administrator of General Services of 
the quantity of your inventory of primary aluminum produced by the econtreect 
facilities and on hand at the contract facilities on March 31, 1957, such quantity 
shall be subject to verification by the Administrator. For the purpose of this 
provision, all primary aluminum produced at your Tacoma plant, and on hand 
at that plant on March 31, 1957, shall be considered as the inventory of contract 
facility metal at your Tacoma plant, except that the quantity of primary slumi- 
num at that or any other contract facility which was tendered and accepted on 
account of production for the production year ending March 31, 1957, but had 
not been shipped on March 31, 1957, shall not be considered as a part of the 
inventory on that date. An amount equal to 50 percent of said March 31, 1957, 
inventory of contract facility production as so determined and verified by the 
Administrator of General Services, but not in excess of 7 million pounds, may be 
sold or otherwise utilized by you, other than by tender to the Government, and 
the shipment of such quantity of primary aluminum will not be included as ship- 
ments under section 2A (2) or section 2A (3), above. 

C. Shipments from your Tacoma plant shall be included in the computation 
of shipments under section 2A (2), above, only to the extent that such ship- 
ments exceed the aggregate of the noncontract production at that plant. 

D. The amount of primary aluminum at a contract facility that was produced 
by facilities other than the contract facilities shall be separately accounted for 
and shipments thereof shall not be taken into account in computing shipments 
under section 2A (2), above. 
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E. If, in computing the amount of primary aluminum that you are entitled 
to tender to the Government, a quantity of aluminum is deducted in accordance 
with section 2A (3), above, then an equivalent quantity may be excluded from the 
deduction otherwise called for by section 2A (2), above. 


3. DELIVERIES TO THE GOVERNMENT 


For the purpose of making deliveries of primary aluminum tendered to the 
Government, contract facility metal may be delivered whether produced during 
the current, contract year or during a prior contract year, provided it is meta] 
produced from the contract facilities and the quantity delivered is not in excess 
of the quantity which you are entitled to tender pursuant to the provisions of this 
agreement. Nothing contained herein shall limit your right to substitute metal 
produced at other facilities in making deliveries to the Government, as provided 
in article VI (b) of Contract No. GS-OOP(D)-12006 and the corresponding 
provision of the other above captioned contracts. 

All primary aluminum actually delivered by you to the Government pursuant 
to tenders made after September 10, 1957, shall be of a minimum grade of 99.3 
percent purity and an average grade of 99.6 percent purity and otherwise conform 
to stockpile specification P-—62—R-1, dated July 30, 1954. 


4. SALES TO NONINTEGRATED USERS 


Your obligation to make available for sale to nonintegrated users a quantity 
of aluminum annually equal to 25 percent of the annual capacity of the contract 
facilities, as more fully provided in article VII of contracts Nos. —12006 and —12143 
and article VI of contracts Nos. —12192 and —12213, shall be increased so that you 
shall make available annually, pursuant to the terms of said articles of said 
contracts, a quantity of aluminum equal to 35 percent of the annual capacity of 
the contract facilities. 

5. PRIOR TENDERS 


With respect to the production year ending March 31, 1957, you have tendered 
to the Government, and the Government has accepted, 75 million pounds of pri- 
mary aluminum. The acceptance of that amount of primary aluminum is hereby 
ratified and constitutes a complete fulfillment of the Government’s obligation to 
accept tenders of primary aluminum pig for such year. 


6. ADVERTISING 


In view of the changes made in this agreement, you may revise your quartcrly 
advertising reports for the quarters April through June, July through September, 
and October through December 1957. 


7. REPORTS OF METAL ELIGIBLE FOR TENDER 


During each month, you shall furnish the Government with a computation of 
your rights to tender metal as of the end of the preceding month, computed in 
accordance with the provisions of this agreement, whether or not any tender is, 
in fact, made with respect to such preceding month. 


8. COMPUTATION OF PRODUCTION 


After March 31, 1957, in computing and reporting production to the Government, 
production will be pot room weights including metallic additions. 


9. PRICE PROTECTION 


The price for any metal tendered to the Government after March 31, 1957, 
shall be the price provided in the above-captioned supply contracts, except that 
the price for any quantity tendered, instead of being the price in effect at the 
time of delivery, shall be the lower of (a) the price in effect at the time of delivery 
or (b) the price in effect at the end of the earliest prior consecutive month after 
March 1957 in respect of which you shall have filed a report showing that you 
were entitled to tender such quantity. The foregoing provision with respect to 
price protection shall apply only if the Government shall notify you of its accept- 
ance of all tenders of primary aluminum which have been properly made and shall 
issue shipping instructions within 20 days of the date of tender. Notwithstanding 
the foregoing provisions, the price for metal tendered by you to the Government 
on July 8 and August 9, 1957, shall be the price in effect through July 31, 1957. 
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10. TRANSPORTATION ALLOWANCES 


All shipments of aluminum hereafter made pursuant to those contracts shall be 
made f. o. b. point of origin (or shipping point), freight allowed. For this pur- 
pose, the freight allowance shall be an amount equivalent to the lowest published 
common carrier freight rate, including transportation tax, in effect on the date 
of the execution of this letter agreement, except that, if after the date of this letter 
agreement and prior to the date of shipment such lowest rate is increased, the 
applicable rate shall be the lowest published common carrier freight rate in effect 
at the date of shipment. However, if the Government determines that because 
of military necessity time is of the essence, and rail or truck transportation is 
specified, then the allowance will be based on the lower of published rail or truck 
common carrier freight rate, calculated as above specified. 


ll. DEFERMENT OF PAYMENT 


Without affecting the quantity of metal which you may tender before or after 
January 15, 1958, you agree not to demand, and the Government shall not be 
required to make, payment between the date of this agreement and January 16, 
1958, for more than 110 million pounds of metal tendered by you, including metal 
which you have previously tendered but which the Government has not accepted 
before the date of this agreement. The Government shall issue shipping instruc- 
tions promptly upon receipt of tenders for all metal tendered before or after Janu- 
ary 15, 1958. The Government shall make prompt payment upon delivery for 
all such tenders up to such 110 million pounds, and after January 16, 1958, the 
Government shall make prompt payment for all such tenders previously delivered 
in excess of such 110 million pounds. 

12, Without affecting the rights and duties of the parties under those contracts, 
deliveries thereunder to nonintegrated users may at contractor’s option be made 
by substituting aluminum produced from other facilities for aluminum actually 
produced at the contract facilities. 


13. FORMAL CONTRACT AMENDMENTS 


The parties shall, as promptly as possible, prepare and execute formal amend- 
ments to the supply contracts above referred to. Until such amendments are 
executed this letter agreement, upon acceptance by you, shall constitute a binding 
agreement between us amending said contracts, subject, however, to the condition 
contained in the following section. 

14. CONSENT REQUIRED 

You have advised us that your acceptance of this agreement will require the 
consent of financial institutions who have made loans to you in reliance upon said 
contracts. If, within 30 days from the date hereof, you advise us that you have 
been unable to obtain such consents, then this agreement shall be null and void. 

Sincerely yours, 
UNITED STATES OF AMERICA, 
By FRANKLIN G. FLOETE, 
Administrator of General Services. 

Accepted this 13th day of September, 1957. 

KatsprR ALUMINUM & CHEMICAL CorpP., 
By Cuap F. Catuowun, Vice President. 

Mr. Yates. Do you have that figure, Mr. Medley, as to the savings 
and the liability of the Government? 

Mr. Meptey. Yes, Mr. Chairman. I believe we submitted some 
preliminary figures to counsel that indicated it would be approximately 
$9% million, but we would like to supply some revised figures for the 
record, with one final thing we want to check. It will be in the neigh- 
borhood of about $7,400,000. 

Mr. Yares. This is the current liability and current savings. Of 
course, these may be merely paper savings because we don’t know 
whether the price is going to go up. 
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(The document referred to is as follows:) 


ALUMINUM Suppty CONTRACTS 
Revised May 9, 1958 


Estimated savings on ‘‘put” metal to be delivered after April 1, 1958, assuming 
the domestic base price of aluminum is reduced by each of the companies from 
26 to 24 cents per pound: 


Pounds 


lcoa: 
Total estimated tenders (period beginning Apr. 1, 0am, @ 
termination dates) --- 
Less cumulative tender rights as of Mar. 31, 1958 


Estimated tenders at the reduced price_. 
Estimated savings at $0.02___- 


Kaiser: 
Total estimated tenders (period beginning Apr. 1, 1957, through contract 
termination dates) - .... - ; 346, 656, 000 
Less tenders scheduled for deliv ery prior to Apr. 1, 1958-_- 7 238, 115, 129 


Estimated deliveries after Apr. 1, 1958..........--- bids, cheethevouaet ; "108, 540, 871. 
Estimated savings at $0.02... _.__- Phils bvsedinhiadbbin tidal wha 


Reynolds: 
Total estimated tenders (period beginning Apr. 1, 1957, es eontract | 
terminated dates) ; 496, 764, 000 | 
Less tenders scheduled for deliv ery prior to Apr. 1, 1958. vdonawenoll _ 27, , 537, 985 


Estimated deliveries after Apr. 1, 1958__- : taseck 939, 208, O15 da 
Estimated savings at $0.02_- | } 


Total....- Lek e acd is & 
Harvey: 


Total production under contract__--- 540, 000, 000 








NorTe.—It is not possible to anticipate at this time what deliveries, if any, w ill be ms ,de to the Govern- 
ment; consequently no estimated savings are shown. 


Mr. Meptey. That is correct, sir. 

Mr. Yates. The Government liability under the contract is at the 
published price. Has GSA made inquiry to determine whether there 
were sales of the primary metal at less than the public price? 

Mr. Fioete. We had heard that rumor, and as a matter of fact 
we had a letter from the General Accounting Office on that subject. 
I think our response, which went out last week, stated that we do not 
have any evidence of a continuing or widespread policy, either here 
or abroad, to disturb the price structure. I don’t think there has 
been any departure domestically. As we understand it, there have 
been some spot sales abroad at less than the established—the com- 
monly accepted market price; but we don’t have enough evidence at 
the moment to express an opinion that that represents a departure 
from the terms of the contract. 

Mr. Yarss. In such occasions, do you ask for opinions as to whether 
they are departures from the contract, either GAO or the Attorney 
General? 

Mr. Fiorte. We couldn’t do it unless we had some pretty well- 
established facts. We don’t have them yet. 

Mr. Yates. There have been indications before the committee that 
there may be such things as hidden discounts through toll arrange- 
ments and scrap by paying more for scrap than the current market 
price. Is this a possibility of a subject for inquiry by GSA? 
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Mr. Fiogete. Well, I don’t think that would be quite within the 
urview of GSA. That may be a matter of trade practices for the 
ederal Trade Commission. 

Mr. Yates. Well, I suggest that for your consideration. It occurred 
to some of the witnesses and some of the complainants before this 
committee that paying for scrap at significant prices above the 
market price to customers who were buying primary metal, might 
very well be a device for paying less than a public price. I don’t 
know whether this is true or whether it isn’t, but perhaps GSA might 
want to take a look at it. 

Mr. Fiorre. We will give it consideration. 

Mr. Yarres. What protection does the Government have against 
exorbitant prices where you have to pay the published prices? 

Mr. Fiorre. I don’t think it has any. 

Mr. Yates. Well, you are really on the horns of a dilemma, aren’t 
you, when you enter a long-term contract? In one case you take the 
published price and market price as it exists from day to day. You 
have certain defects. When you enter into contracts such as you 
entered into with Freeport Sulphur for nickel at a price of, I think, 
74 cents—the prices have already gone down. 

Mr. Fiorre. No, it is still 74 cents. 

Mr. Yares. Still 74 cents on the market. You take the chance 
that the price may go down in the future just as it did in other nickel 
contracts that the Government entered into in 1952 and 1953. 

Mr. Fioretn. That is right. 

Mr. Yates. You are still trying to make the adjustment under those 
contracts, aren’t you? 

Mr. FLorrn. Yes, we just got one the other day that was worth- 
while trying for. It was $25,700,000 in deduction of exposure under 
the long-term contracts that we had on nickel. 

Mr. Yarns. If there is no protection on this type of a contract for 
the Government against exorbitant pricing, other than, of course, 
the fact the rest of the trade, the rest of community pays the same 
price, | wondered was this taken into consideration in connection 
with your contract with Harvey, which was a similar contract to all 
the others? 

Mr. FLoerer. It is essentially the same contract. 

Mr. Yares. Was that the reason you entered into it, because it 
was the same? Did you consider the fact that perhaps the Govern- 
ment might be required—the Government should be protected by a 
ceiling on prices that were paid under this type of incentive contract? 

Mr. Fiorrr. Well, I wasn’t here when the Harvey contract was 
made but I think the terms are the same. 

Mr. Yares. Yes. 

Mr. Fiorre. The same as the others, and I have heard it was 
presumed to be a part of the—what they call the second round of 
expansion. I think you also have to keep in mind that, except in 
the case of Reynolds, the companies all put up their own money. 
There was no loan guaranty or no direct loans by the Government to 
either Kaiser or Alcoa, and the contracts were designed, and of course 
for protection to them, in order to get them to expand their productive 
capacity. I think the fact it has turned out to be a good thing for 
them is just one of the results. We did get the added expansion that 
we were after, and we still have it. It would be fine if there could 
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have been a restriction on the price, but it isn’t at all reasonable to 
think you can get that because they had to invest substantial amounts 
of money. 

Mr. Yates. That is true. I think there are some very good argu- 
ments on their side as well as on the side of entering into the contracts 
on the part of the Government. You did get the expansion at the 
time you needed it. 

Mr. Fioete. Yes. 

Mr. Yates. Yet, in retrospect, one wonders whether the Govern- 
ment couldn’t have put in additional clauses that might have pro- 
tected us to a greater degree. 

Mr. Fiorre. I think the recent Freeport contract incorporated an 
idea and that is the cash recovery provision. Obviously if they recover 
all their cash investment, at that point they ought to start sharing 
the risk themselves, taking the risk themselves. 

Mr. Yates. Will you explain to the committee how that works? 

Mr. Fioete. Well, the Freeport contract terminates by its terms 
in June 1965, that is one termination date. The second termination 
is when it produces 271 million pounds of nickel. The third termina- 
tion date is when its cash return equals approximately $98 million, 
which is the estimated cost of the plant. Cash returns means profits 
plus depreciation, including rapid tax amortization. So at that point 
they have gotten back the total cost of their plant, and the contract 
terminates at that time. Now, I don’t know what effect it would 
have had on these contracts, but there are tax amortizations in these 
aluminum contracts also, so I assume it probably would have worked 
a termination at an earlier date. 

Mr. Yates. At the time you were negotiating these amendments 
for the primary producers, were they cutting back on production? 

Mr. Fuioete. I suppose by the time we concluded them in Sep- 
tember, that they may have been cutting back some of the production 
at their noncontract facilities, although I—— 

Mr. Yates (interposing). I wondered why vou didn’t raise this 
point with them. As I remember my principles of law, and it has 
been a long time, there is a liability, or a duty on the part of a con- 
tractor to lessen the liability of the person he has a contract with, to 
reduce the amount of money. I wondered why it wouldn’t have been 
possible to negotiate an across-the-board reduction of production which 
would reduce the Government’s liabilitv in some manner rather than 
a cutback solely in old facilities. Was that mentioned at all? 

Mr. Fioete. Henry, will you answer the legal phase of that? 

Mr. Pixe. Well, the contracts themselves contemplate the con- 
struction of additional facilities. I believe all the companies had 
planned, and some of them have opened, additional facilities. The 
contracts themselves expressly gave to the companies the right to 
utilize the production from the other facilities before utilizing the pro- 
duction from the contract facilities. So, an amendment in the nature 
that you suggest, while it may have been desirable, would have been 
completely contrary to the terms of the contract. 

Mr. Yates. The contract provisions themselves permit the com- 
pany to cut back on existing production completely while new pro- 
duction was producing in full, do I understand that? 

Mr. Pixs. Yes; either to cut back or to enlarge. 

Mr. Fuiorrs. And they all have enlarged. 
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Mr. Yates. On all facilities? 

Mr. Prxe. Yes. 

Mr. Yates. What they have done is cut back on production solely 
on their own facilities. 

Mr. Prxe. Well, originally, they had enlarged some of their old 
facilities. Now, quite recentiy, they have cut back on some of their 
production and have stopped the further enlargement of their facilities. 

Mr. Yarrs. They could have made the same argument with respect 
to imports though; couldn’t they? 

Mr. Pixs. The import question, Mr. Yates, involved firm long-term 
purchase arrangements, and that was the heart of it. Incidentally, 
that is how the import question really differed fundamentally from 
the scrap question. Each of the three companies had imported prior 
to the time we entered into these agreements but they had done so on 
a spot-purchase basis. Their later arrangements differed in that two 
of the companies entered into long-term arrangements which meant 
that they were still obligated to take the Canadian metal even though 
they were running into a declining market. Of course, in that period 
the effect is to throw it on the Government, but with spot purchases 
they could cut off the faucet at any time they wanted to. The same 
is true with respect to their other facilities operations, except for the 
economics of it. 

Mr. Yates. Mr. Pike, that same argument would have prevailed 
with respect to scrap, too. 

Mr. Pixe. Yes; and in that sense they continued, generally speak- 
ing, the practice that had been the industry practice prior to the 
inception of these contracts, but they had no industry practice of 
long-term arrangements with foreign producers. 

Mr. Yates. Mr. Sheehan. 

Mr. SHEEHAN. Mr. Floete, you realize that one of the things our 
committee is concerned about is protecting eventually or trying to 
see to it that the nonintegrated users of aluminum are assured some- 
what of a supply so none of the Big Three gobble it up or none of the 
nonintegrated producers gobble up the supply. I know that you did 
say that GSA has Satheel out an arrangement with Alcoa, I believe, 
to increase the obligation to nonintegrated producers from 25 to 35 
percent; is that right? 

Mr. Fioers. There was worked out in these amendments with all 
3 of the producers a provision to increase it from 25 to 35 percent. 
That amounts to about 3 million tons a year, 350,000—or some bil- 
lion eight hundred million dollars’ worth of metal over the 15-year 
period that this clause affects. We had to struggle to get that one, 
too. That didn’t come easy, and it came only in steps, and it didn’t 
jump all the way from 25 to 35 percent. It was a progressive thing. 
It finally ended up at 35 percent. 

Mr. Yates. Is this hot metal that Reynolds is furnishing to General 
Motors and Ford to be deducted from the amount that is allocated 
for nonintegrated users? 

Mr. Fuorre. I think it would be. I can’t construe it otherwise. 
Fortunately, Reynolds is the only one that has that type of thing. 
They have only one producing now; but they are going to have two 
others. Whether Alcoa and Kaiser will embark on the same thing, 
I don’t know. I would think if it became a common effort, that it 
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actually did work to the disadvantage of the other nonintegrated users, 
I believe the companies would talk about it again. 


Mr. Yates. Presumably, this provision was put in to protect the 
small-business person. 


Mr. Fioxre. Yes. 

Mr. Yates. If this is allowed as a deduction from the amount to be 
set aside for small business, I think small business isn’t getting any 
benefit. You wouldn’t consider Ford or General Motors a small 
business? 

Mr. Fronrn. No. I think at the proper time, if that really happens 
and does work distinctly to their disadvantage, I believe the companies 
would be willing to discuss that phase of it again. I can’t speak for 
them, however. 

Mr. SHrewan. Along that line, Mr. Floete, and you can correct 
me because my memory isn’t too good on this, it seems to me when 
the Government made a contract with Alcoa for their additional 
facilities in the early 1950’s, there was some sort of provision in the 
set-asides for the nonintegrated producer, that if any one individual 
could get more than 500,000 pounds per month, GSA would have to 
O. K. it. Wasn’t that put in the contract to make sure no one could 
gobble up all this? 

Mr. Fiorre. Yes; that was for that purpose, but that provision 
only extends during the life of the contracts. The 15-year period 
begins after the contract has expired and the certificate was executed 
for this—I think it is a Jones Mills plant that belongs to Reynolds. 
It is the only one producing metal at the moment and they did get a 
certificate under that particular clause. 

Mr. SHEEHAN. Only while the contract was in force. 

Mr. Fiorre. That is all it is good for; yes. 

Mr. SHEEHAN. So that once a contract expires, Alcoa, for instance, 
could ship 5—— 

Mr. FLoere (interposing). Well, it isn’t Alcoa. 

Mr. SHEEHAN. Reynolds could ship any amount they wanted to a 
single individual customer? 

Mr. Fiorre. Well, there is another provision that says on a first- 
come, first-served basis. 

Mr. SHeesan. What I am trying to get at is, in your estimation, 
do you think the General Services Administration is following through 
in trying to carry out the recognized policy of trying to distribute the 
metal on a broad scale, especially to small-business men as we know 
them? 

Mr. Fiorerr. That would be my desire. I must say that in this 
particular case I was not aware of it. I admit that I should have 
been. Actually, the matter was never discussed at any of these hear- 
ings, any of these meetings we had. I don’t think the subject ever 
came up once. Do you remember that it did? 

Mr. Mepuey. No. 

Mr. Fioretre. Do you? 

Mr. Pixe. No. 

Mr. Fioete. I think we missed. 

Mr. SHeenan. Mr. Floete, I have some little line of reasoning and 
I would like to follow with: reference to Government policy and I 
suppose first of all I should ask you, are you a lawyer or businessman? 
Mr. FLorrs. Businessman, I guess. 
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Mr. SHEEHAN. The reason I ask this, with all deference to Mr. 
Yates, he is a lawyer and I am a businessman, and I find sometimes 
there is a difference in the philosophy of thinking about contracts and 
prices and what goes with it. Let me put it this way. I don’t know 
of any lawyer who, if he makes an agreement with a contract for 
$50,000 fee and then finds out he only works half as hard as he thought 
he was, he doesn’t go back to the client and say, ‘I didn’t work as 
hard as I thought 1 was going to work and | will give you back 
$25,000.” [Laughter.] 

The lawyers as a rule set their fees and that is what they want. 
But I find sometimes there is a differentiation with businessmen. 
Now, I have heard the talk here this morning of the savings in the 
contracts and concessions from the company, and I have heard the 
word “negotiate” kicked around. I know as a businessman if I were 
doing business with the Government and I had a contract to sell 
aluminum or whatever it is for a certain price and the price should 
drop, I would expect the Government to stick to the contract they 
gave to me, but when the Government called me in to negotiate, I 
often wonder what negotiate means. Will you settle this peaceably 
and amicably or do you hold a hammer over their head and say, “if 
you don’t negotiate, you will suffer in the future”? 

Mr. Fioerr. I think, Mr. Sheehan, we have been very careful not 
to use that kind of tactics. Frankly, we have had meetings with a 
good many companies besides the three aluminum companies. We 
have a list of them here. In each case we have said the Government 
has every intention of living up to its obligations but we wish to present 
certain facts to you and see if we can’t find a common basis on which 
to reduce the Government’s exposure. Now, we have used persua- 
sion, we have used the economic situation, we have used the amount 
in the stockpile, the excessive amount in many cases. We have no 
need for it, we don’t want it. If it gets in there, it is overhanging the 
market and therefore affects them, that is one of the arguments we 
have used. I think in every case we worked it out to the satisfaction 
of the particular companies involved. I think I have the same 
ery that you do on the integrity of the Government’s contract. 

here can’t be any question about it, or our whole system of Govern- 
ment falls to pieces. But I believe you still can negotiate on a 
variety of points. Every contract is different. So you have to 
approach each one differently. Obviously all men are different too, 
so you have to approach all men differently. We hope that out of it 
we can achieve something. 

Mr. SHEEHAN. I agree fully with your philosophy and I was just 
hoping that is the way the Government treated it because it is like a 
peace agreement after a war, it is negotiated but the victors are 
standing there with a club, you see, and many times the vanquished 
merely signs what is put in front of him. I was hoping and felt the 
Government at least in negotiation would negotiate at arm’s length 
and not try to take advantage of the power io may have over the 


individual businesses. After all, when these contracts were originally 
set up, neither the company nor the Government, for instance, saw 
or foresaw the fact that they might buy certain amounts of aluminum 
from Canada and use that to make money with. That was just one 
of the things that eventually turned up, is that not right? 
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Mr. Fioere. Yes. I think an interesting incident happened just 
recently in one of these negotiations. This was a long-term contract 
and the president of that particular company said, “I think it would 
be a good thing if we reduced the amount that we put to the Govern- 
ment so that we really get into the selling business at an earlier date,” 
He said, ‘I think that would be good for our company rather than 
let the contract run out and all that time relying on sales to the 
Government.’’ Now, just on that basis he made a very material 
concession. 

Mr. SHEEHAN. Personally, I am very happy to hear of the philos- 
ophy of yourself and the Government in this case, because a question 
just arose in my mind that maybe these negotiations were not quite 
what they look like. 

Mr. Fiorere. They are not loaded. 

Mr. SHerHan. That is all. 

Mr. Yates. Did GSA know about the Jones Mills hot metal 
operation before the public knew about it as a result of the additional 
contracts with Ford and General Motors? 

Mr. Fuiorte. Well, I can’t answer that of my own knowledge. 
Can you, Mr. Medley? 

Mr. Men tery. I answer it this way, Mr. Yates. According to the 
records, I didn’t know about it personally, but according to the 
records the Reynolds Co. did come in to GSA to secure approval on 
that contract and 

Mr. Fioere (interposing). It was April 7, 1953. 

Mr. Mep.tey. That is correct, sir. 

Mr. Yates. Why would Reynolds have to come to GSA to receive 
approval under the Jones Mills contract? Why couldn’t it just enter 
into the contract with General Motors? 

Mr. Fiorre. Because it exceeded 500,000 pounds a month. 

Mr. Yates. And GSA approved it? 

Mr. Fiogrre. For a maximum of 3,410,000 pounds a month. 

Mr. Yarszs. In computing the amount available for nonintegrated 
users under the formula, was the product of Jones Mills taken into 
consideration? 

Mr. Mepuey. As Mr. Floete has previously stated, the subject of 
— metal was not discussed at any time in our negotiations last 
fall. 

Mr. Yartss. It was of particular importance, I think, during the 
periods of shortage like 1955 when this committee went into questions 
whether or not the primary producers were making available such 
amount of metal in accordance with their contract commitments. I 
wondered whether or not GSA considered this to be a part of that 
formula? 

Mr. Mzpuey. Well, it is treated as a sale to nonintegrated users. 

Mr. Yates. You don’t agree with Reynolds that this is a new type 
of metal? The contention was made by Mr. McConnell when he 
testified before this committee that this was a fourth metal. It wasa 
molten type of metal. If it is a molten type of metal, then it would 
not come within the formula, would it? 

Mr. Pixn. Well, I think it is a different type of metal. Mr. Yates, 
all we are saying is that Reynolds Metals Co. came to GSA and asked 
permission under the clause relating to sales to nonintegrated users— 
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permission to enter into this contract in excess of 500,000 pounds per 
month, and that permission was granted. 

Mr. Yarrs. What was the date that Reynolds Metals 

Mr. Pike (interposing). 1953. 

Mr. Yates. Apparently at that time Reynolds Metals considered 
it to be the same type of metal, otherwise it would not come under 
that clause of contract, is that correct? 

Mr. Pixs. It would seem that is correct but I cannot say from 
personal knowledge, Mr. Yates. 

Mr. Yarsrs. As far as GSA is concerned, you consider that metal to 
be covered by the contract? 

Mr. Prxe. We have given permission to so count it. 

Mr. Yarss. I think probably Mr. McConnell considered that in 
his previous testimony. 

Mr. F.iorrer. The possibilities of nonintegrated users getting more 
is enhanced by the fact that certain of the companies that were 
previously nonintegrated users, are now integrated, and so no longer 
will need the metal. 

Mr. Prxe. Anaconda Copper and Harvey Aluminum will be. 

Mr. Yates. This is true except you have companies like General 
Motors and Ford taking additional amounts. If the supply to them 
is considered as satisfying requirements under the formula of the 
contract, there won’t be much available for other nonintegrated 
users under the provisions of that contract, and if the other primary 
producers go into hot metal contracts, as they may, there won’t be 
much available for nonintegrated users. 

Mr. SHEEHAN. May I ask a question? 

Mr. Yates. Sure. 

Mr. SHEEHAN. Mr. Floete, in response to Mr. Yates’ statements, 
the plants that are going to be built in Alabama and New York, 
they are not Government plants. That is their own capital and they 
can do whatever they want with all that material, is that not right? 

Mr. Fioere. That is correct. 

Mr. Yares. I was thinking of the Jones Mills operation. 

Mr. Fioete. On a completely different subject, if I may—— 

Mr. Yares. Sure, you may. 

Mr. F.oere (continuing). In relation to small business—and that 
is the efforts of a task force created in GSA a year and a half ago as the 
result of a Cabinet committee study on small business, the President 
wrote us a letter in September of 1956, delegating the responsibility 
to us for making the study. It has been going on ever since and I 
think we are accomplishing a good deal that will be beneficial to small 
business, to large business, and to the Government. We have adopted 
a good many practices that will unquestionably help small business, 

Mr. Yates. The question occurred to me why you didn’t amend 
the nonintegrated features of your contracts at the time you negotiated 
with the primary producers to change the form of the wording instead 
of perhaps nonintegrated it should have been broken down into a 
definition of small businesses rather than a nonintegrated user, in view 
of the fact that companies such as Ford and General Motors qualified 
as small business under the terms—I mean qualified as a nonintegrator 
in terms of small business. 

Mr. Fiorre. Mr. Medley says that was discussed prior and never 
could get an agreement on it from the companies. 
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Mr. Mepuiey. That was one of the many things that were, you 
might say, the controversial features of the contract. We tried to get 
a new definition of nonintegrated users at one time but were not 
successful. 

Mr. Yates. Was this true with respect to each of the companies? 
Whom did you approach on this? 

Mr. Mep ey. Prior to the negotiations which took place last June, 
Mr. Chairman, we held frequent meetings on an industry basis. We 
were trying to get these various problems solved. Finally we decided 
it was just impossible to get them solved on an industry basis, to 
make uniform amendments to all the contracts of these companies, 
So it was at that time we announced that we were no longer going to 
negotiate on an industry basis but to negotiate individual amend- 
ments with each company. The definition of nonintegrated users 
was one of the points we tried to settle when we were discussing these 
problems jointly with the three companies. 

Mr. Yates (interposing). Well, you can see that the term non- 
integrated user as it has eeu interpreted, doesn’t protect small busi- 
ness very much, does it? 

Mr. Mepuey. Not with the introduction of this molten metal 
question. 

Mr. Yates. Well, even without it, because General Motors and 
Ford buy pig, too, from the facilities. If they are not integrated 
users and if “Bohn”? Aluminum, which are fabricators, are noninte- 
grated users, and if a number of other large corporations are non- 
integrated users, a small-business person is going to come banging on 
the door of the Government and in another few years when the 
capacity of the company is going to be used to take care of the com- 
pany’s needs, we anticipate and they anticipate asking that some- 
thing be done to supply them with some of this primary metal and 
we will be looking at these aluminum contracts again, trying to find 
some way to channel some of that aluminum into small business. 

Wouldn’t it be a good idea for GSA to talk to the aluminum com- 
panies again to see whether you could agree on a formula which would 
protect the rights of small business as small business, at some later 
time, in terms of this extension of the agreements you have mentioned, 
you have made it for nonintegrated users. Should not that term 
“nonintegrated users’? have certain setasides for certain companies 
of certain sizes which qualify as small business? 

Mr. Fuiosre. I think it should be discussed. 

Mr. Yarrs. Can you discuss it with them? 

Mr. Fuoete. I am sure they will discuss it with us. I will be glad 
to do so. 

Mr. SHeenan. Mr. Floete, the only place the Government can 
enter into the picture and tell anybody what to do is where they have 
contracts with them and helped to build their plants, isn’t that right? 

Mr. Fiorts. That is right. 

Mr. SHeenan. Therefore, the only place where GSA has any con- 
trol is just in these plants where the Government took an active inter- 
est in formulating a contract to help build or something. 

Mr. Fionre. That is correct. 

Mr. SHeeHAn. Don’t you have in all those contracts that are con- 
cerned with the Government production, at the present time a pro- 
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vision that over 500,000 pounds a month they have to get permission 
from you to sell a single nonintegrated user? 

Mr. Fiorrn. Yes, but that expires as these contracts expire. 

Mr. SHeEnHAN. As of this year. 

Mr. Fionrs. Some expire next year. 

Mr. Sueenan. After this year, they can sell to whoever they want 
and whatever amount they want, is that right? 

Mr. Fiortrr. We can’t control the amount. 

Mr. Prxn. Mr. Sheehan, even now they can sell whatever amount 
they want to. It is merely a question whether they can apply that 
amount toward their obligation to sell to nonintegrated users. That 
doesn’t prohibit them from selling. 

Mr. SHeEeHan. No, but it prohibits them from selling any single 
individual nonintegrated user over 500,000 pounds per month. 

Mr. Prxe. No, it does not. It prohibits them from counting the 
sales that apply to their obligation, but it does not prohibit the sale. 

Mr. SHEEHAN. Why would Reynolds come to you when they entered 
into this Jones Mills contract to get your permission? 

Mr. Pre. Permission to count the sales for the full amount as 
applied to their obligation to nonintegrated users. 

Mr. SHEEHAN. That is exactly right. That is the point I am trying 
to make. They have to come to you to get permission to sell to non- 
integrated users. 

Mr. Prxe. No, even if we had denied them permission to count 
that sale against the obligation to nonintegrated users, they would still 
have the right to sell to General Motors. 

Mr. SHEEHAN. But they still have to then get an additional amount 
to sell to nonintegrated users to fiil the terms of their contract. 

Mr. Pike. That is right. 

Mr. SuHeexHan. Therefore, small business was being protected by 
that limitation, isn’t that right? 

Mr. Prxe. I was not denying that. I was merely pointing out 
that they do have the right to sell. We are not restricting their right 
to sell. 

Mr. Sueenan. I agree with you, but we are looking into the fact 
that nonintegrated producers in terms of the small-business man was 
being protected in the sense that metal was being shipped or delivered 
to him so that he had a source of supply. Now, as I understand 
the situation, when this contract runs out, GSA then has no control 
whatsoever to whom these people are going to sell. 

Mr. Yates. That isn’t true? 

Mr. Pike. The only control is through the first-come and first- 
served basis. 

Mr. Suerenan. Now, we are talking about the 35 percent for 15 
years. 

Mr. Pike. Each year. Each contractor is obligated to sell to non- 
integrated users only a first-come, first-served basis. 

Mr. SuHernan. Let’s be specific. Let’s take Alcoa, for the sake 
of argument and pick out a name. The 5 years have gone by, they 
‘an sell on a first-come, first-served basis. Supposing they take the 
entire output and sell it to General Motors. What happens then? 
Do you fellows have anything at all to say about that? 

Mr. Ptke. On those bare facts, no. 
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Mr. SuHeewan. In spite of the fact you stated 35 percent of the 
certain allocation has been given to nonintegrated producers and you 
don’t specify anyplace or have any control over who is going to get it, 

Mr. Yates. General Motors is a nonintegrated producer. 

Mr. Sueenan. That is what I am trying to find out, what their 
definition is. 

Mr. Pixe. The definition is in the original contract itself. 

Mr. Sueenan. Therefore, the situation may arise that you have 
an agreement with them for 15 years to supply materials to noninte- 
grated users, and they may just sell 3 or 4 big customers and no one 
else is going to have any aluminum. 

Mr. Prxe. That is right. 

Mr. Fiorre. That is right. 

Mr. Pixe. Mr. Sheehan, may I for purpose of clarification read the 
definition, and I think this is the same in all contracts. 

Mr. SuHeenan. I will have to consult my lawyer right away. 
{[Laughter.] 

Mr. Pike. This contract that I am reading from, I just happened to 
pick at random, is a contract which Kaiser Aluminum & Chemical 
Corp., No. GS-OOP(D)-—12143. The definition appears in article ITI, 
subsection (b) (1) which provides: 

As used in this Contract, the term “nonintegrated user” shall mean any manu- 
facturer, fabricator, finisher or producer in the United States who is not a producer 
of primary aluminum or an affiliate or subsidiary of such a producer, and who is 
purchasing such aluminum for his own manufacturing, fabricating, finishing or 
producing operations. 

Mr. Yates. I don’t think we can really say small business is being 
protected under that definition or under the 35-percent clause. You 
are protecting nonintegrated users but I assume, and I think I assume 
correctly, that the original purpose of that clause was to try to pro- 
tect small business but, I think through usage and through practice, 
small-business people have not been protected. That is why I sug- 
gest it would be a good thing for GSA, in view of the fact that it quite 
proudly presents this amendment to us this morning, to go back to 
the producers and try to make some kind of equitable adjustment for 
small business, as such. 

Mr. Fioers. I will be glad to try. 

Mr. SHeenan. Mr. Yates, may I put one thing in there? 

Mr. Yates. Sure. 

Mr. SuHeenan. I think you said the small integrated user was not 
protected? 

Mr. Yates. If I did, I was wrong. 

Mr. SHEEHAN. I want to get that corrected on the record. As I 
remember our previous hearings, although there was a great shortage 
in 1955 and 1956, the hearings turned out that practically all segments 
of the aluminum industry got more aluminum than they had been 
using previously, sikedan they didn’t get what they wanted. 

Mr. Yates. I think this is true. I think the only suggestion that 
I make to GSA is that the definition should be amended more properly 
to protect small business. 

Mr. SHEeenan. I agree with that. 

Mr. Davmas. Mr. Chairman, I want to ask or point out that the 
contracts only apply to pig aluminum. Are you shaking your head? 
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Mr. Pixs. No, sir, that is not correct. 

Mr. Daumas. Well, I would like to be corrected on that. 

Mr. Pixs. The contracts themselves pretty generally contemplate 
that the producers will provide facilities for manufacturing ingots 
and billets in addition to pig. 

Mr. Datmas. When you speak of nonintegrated user though, you 
are talking about someone who can use pig, ingot, or billet. 

Mr. Prxe. I don’t think many of your small producers can actually 
use pig. 

Mr. Datoas. That is right, that is what I was driving at. 

Mr. Pike. The contract does not provide that the offerings shall 
be in the form of pig. 

Mr. Daumas. It can be anything, any semifabricated or fabricated 
material. 

Mr. Prixe. No. 

Mr. Daumas. To cover the 35 percent? 

Mr. Yares. He is saying either pig, ingot, or billet. As I under- 
stand his testimony this morning in view of the application for ap- 
proval for Reynoliia Metals in 1953, molten metal is included under 
that contract, as well, isn’t it? At least under Reynolds contract. 

Mr. Pixs. Molten contract by Reynolds is not specifically con- 
templated. 

Mr. Yates. Why did they come in for approval of their project? 

Mr. Prixe. I can’t answer that, Mr. Yates. 

Mr. Yates. Well, if the only basis for coming in is the conclusion 
of Reynolds that either qualifies pig, ingot, or billet. Otherwise, 
there is no need to come in; is that correct? 

Mr. Prxn. That would seem to be true. 

Mr. Yates. And GSA gave them that permission; is that correct? 

Mr. Pixs. Yes. 

Mr. Yates. I think it might be argued, therefore, that if not 
originally contemplated, at least by this amendment, at least by this 
agreement there was a tacit amendment to the contract which in- 
cluded, at least for the Jones Mills operation, molten metal in the 
Reynolds contract. Is this an arguable position? 

Mr. Pike. I think that argument can be made, yes. I must say 
this, Mr. Yates, that I have not looked into the circumstances sur- 
rounding that. 

Mr. Yates. Well, frankly, we have not either. We are just trying 
to obtain information. We didn’t even have the questions down here 
to ask you, but it occurred to me somewhere along the line GSA in 
computing its formula, computing the allocations under the formula 
to nonintegrated users, in view of the fact that Jones Mills contract, 
I think in 1952, had to take into consideration the questions as to 
whether or not the hot metal that was produced by that plant came 
within the purview of that formula, as being a part of the metal that 
was allocable to nonintegrated users. 

Mr. Prixe. Of course, another argument could be made against the 
application to molten metal in that for practical purposes there is 
only one user who can process that molten metal. 

Mr. Yarus. You mean two? 

Mr. Prixr. From a particular plant built adjoining the facilities of 
General Motors. 
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Mr. Yates. What do you mean by adjoining? Do you mean 
within the limitations of carriage of molten metal by a thermos 
truck? We still didn’t settle that question before this committee. 
We asked that question as to how far or how long metal would remain 
molten in a thermos truck. I never did get an answer. Somebody 
was supposed to furnish it. For all we know, molten metal can be 
transported from the Lister Hills plant to Birmingham, Ala., in a 
molten state and sold to anyone else. Apparently your information 
exceeds that which we have received. 

Mr. Pixe. I have no information. 

Mr. Daumas. Mr. Chairman, we have to write a report some time 
so I hope you will pardon my apparent density on this 35 percent and 
what it consists of. I thought in making these contracts that the 
Government was interested in basic cane That is what you were 
dealing with. Now when you say 35 percent, does that mean 35 per- 
cent of the basic production in the form of pig, ingot, or billet, or do 
you go on and figure that 35 percent clear on through the various 
fabricating operations? If you do, then you have that residue of 
scrap that has to be figured in there somewhere, and it would seem to 
me to get terribly complicated as to how you are going to eventually 
get that 35 percent figured out. 

Mr. Yates. We are dealing with primary metal. 

Mr. Pike. Well, the clause relating to sales to nonintegrated users 
for the 15-year period merely provides that they shall offer a quantity 
of aluminum without specifying the form. The original contract says 
25 percent. It is now 35 percent of the annual capacity of the 
additional facilities. 

Mr. Datmas. Which would be basic metal. 

Mr. Pike. Yes. We are talking about reduction facilities. 

Mr. Datmas. Would they be making pig or hot metal, as the case 
might be? 

Mr. Pixe. Well, it would be production of the reduction facilities, 
the facilities covered by the contract and not the fabricating facilities. 

Mr. Dawtmas. That is right. 

Mr. Yates. Does GSA have any mandate to protect small business 
in any of its legislation? 

Mr. Fioete. To protect what? 

Mr. Yates. The interest of small business in any of its legislation. 

Mr. Fuoete. Yes, I think it does; whether we have it or not, we 
try. Title VII of the Defense Production Act. 

Mr. Yates. Yes, it requires you to protect the interest of small 
business. 

Mr. Datmas. Also, Mr. Chairman, I believe Public Law 152 of 
the 8ist Congress, isn’t that correct, the Federal Property and 
Services Act. 

Mr. Yates. Should I ask you what GSA is doing to carry out that 
mandate? 

Mr. Fioets. Well, we are approaching it from various angles I 
know you are familiar with. I mean, the set-aside program, you 
know about that and that is still going on actively with us; we have 
developed the business service centers throughout the country and 
have made them, I am sure, much more valuable to small business. 
We have held various clinics in cooperation with the Small Business 
Administration. I think this recent order on procurement, which 
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will channel a large amount of additional work into labor-surplus 
areas, gives considerable amount of preference to small-business 
concerns in those areas as well as outside. I think that is a very good 
example. This task force study of procurement practice is another 
example. 

Mr. Yates. Can you furnish a statement for the record? I think 
that would be better as to what your activities are to protect the 
rights of small business? 

Mr. Fuioete. Yes. 

(The statement referred to is as follows:) 


STATEMENT as TO GSA’s AcTIviITIES IN REGARD TO SMALL BUSINESS 


GSA’s assistance to small business during the first half of the current fiseal 
year is reflected in the fact that of the agency’s purchases in excess of $25, ap- 
proximately 50 percent of the dollar volume and 78 percent of the actions were 
awarded to these concerns. 

One of the more significant ways in which GSA has been aiding business in 
general, and small business in particular, is through its 13 business service centers 
located principally at the headquarters of our regional offices. 

Typical of the assistance and information provided by these centers are 
advice concerning Federal procurement and disposal policies and practices; 
information about current bidding documents, specifications, contract terms and 
conditions, contract-award data, and names and locations of Government pro- 
curement officials having responsibility for requirements and contracting. Guid- 
ance concerning methods by which new and improved products may be intro- 
duced into the Government supply system is also provided. 

During the first half of the current fiscal year these service centers handled 
approximately 304,000 inquiries. In addition, GSA representatives and area 
managers in other cities throughout the country serve as focal points for receiving 
inquiries. 

Efforts are made to stimulate increased participation of small-business firms in 
GSA procurement and disposal activities by regularly submitting pertinent infor- 
mation for inclusion in the Department of Commerce’s daily synopsis of United 
States Government proposed procurement, sales, and contract awards. For the 
same purpose, GSA participates in the small business opportunity clinics held 
throughout the country by the Small Business Administration in cooperation 
with local chambers of commerce and similar organizations, as well as in those 
meetings sponsored by the Department of Defense. (Particular efforts are being 
made to assure the maximum assistance to businessmen in those clinics being 
held in areas of substantial labor surplus.) At all of these meetings businessmen 
are made aware of Government contract and subcontract opportunities and 
advised generally on the problems involved in doing business with the Govern- 
ment. Senior purchasing officials and trained service center personnel, as well 
as individuals from the GSA central office, participate in these clinics. 

Purchasing policies designed to be of direct assistance to small business include, 
for example, the setting aside of certain procurements exclusively for competition 
among small firms. It is to be noted that in the first 9 months of the current 
fiscal year, procurements thus set aside exclusively for small business amounted 
to approximately $9,800,000. In order to make it possible for small firms to 
participate in even the largest procurements, bidders are permitted to submit bids 
on quantities less than total requirements. Additionally, in those cases where two 
or more equal low bids are received, a special preference is given to the small firm 
in determining how the award shall be made. Furthermore. in order to increase 
the possibility of small firms being able to sell their normal product to the Govern- 
ment, it is the GSA policy (to the maximum extent possible) to develop specifica- 
tions in accordance with industry standards. 

The Task Force for Review of Government Procurement Policies and Pro- 
cedures is continuing its efforts to eliminate needless inconsistences in the pro- 
cedures of various departments in the agency, to simplify present procurement 
procedures, and to remove any inequities which may be involved in them. 
Emphasis is being given to improvement which will simplify and speed up the 
Government’s procurement and contract methods; thereby benefiting all business 
dealing with the Government and small business in particular, 
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Substantial progress has been made particularly in the field of fiscal, financial, 
and accounting improvements in order to provide financial assistance to the small. 
business concerns handling Government contract work. 

Of particular interest to this subcommittee are the following activities of GSA 
with regard to small business insofar as they pertain to the functions of the Defense 
Materials Service in the field of minerals and raw materials: 


1. DOMESTIC PURCHASE PROGRAMS UNDER THE DEFENSE PRODUCTION ACT 


These programs were established early in the Korean emergency to encourage 
and stimulate expansion of domestic production by small producers. The 
program now cover beryl. manganese, mercury, and mica. Purchase programs 
have already been completed for asbestos, columbium-tantalum and tungsten, 
as the original objectives have been reached. 

Under these programs, the Government agrees to buy over a definite period of 
time. at fixed prices, generally above the market price, the production offered 
which meets specifications. The terms and conditions of the programs have been 
designed to facilitate participation by small business. Participants are not 
obligated to make deliveries, and formal contracts are not required. Any person 
or firm desiring to participate has only to request participation, and a certificate 
of participation is granted. Payment is made following acceptance of each 
delivery. For some materials, such as mica, purchases sre made at Govern- 
ment depots in producing areas, and for other materials shipments are accepted 
by the Government at the railhead nearest the producer. 

The majority of the participants are small producers who in many cases would 
not be in production except for the encouragement offered by the Government. 
As evidence of interest in these programs, approximately 200 certificates of 
participation have been issued to producers of beryl, more than 1,500 for man- 
ganese (in carload lots), and more than 2,000 for mica. 


2. DOMESTIC PURCHASE PROGRAMS UNDER PUBLIC LAW 733, 84TH CONGRESS 


Similar purchase programs have been established under Public Law 733 for 
asbestos, columbium-tantalum, and acid-grade fluorspar. Tungsten was also 
covered by this legislation, but no more funds are available for the purchase of 
this material. These progre>ms were established by the Congress to provide for 
continued purchases of asbestos, columbium-tantalum, and tungsten when the 
Defense Production Act purchase programs were completed and, also, for pur- 
chases of acid-grade fluorspar. The terms and conditions of these programs, 
generally, are similar to the Defense Production Act purchase programs, ard 
most participants are small producers. 


3. STOCKPILING UNDER THE STRATEGIC AND CRITICAL MATERIALS STOCKPILING 
ACT (PUBLIC LAW 520, 79TH CONG.) 


A domestic purchase program has been established for chrome ore and con- 
centrates under this act. Operations are similar to the other domestic purchase 
programs, and more than 100 certificates of particiption have been issued to small 
producers. Many of the other materials acquired for the stockpile are purchased 
from small business, including, at the present time, metallurgical-grade fluorspar 
and mica. Other stockpile programs which have assisted small business are the 
rotation programs for materials, such as rubber and cordage fibers, where many 
of the companies involved are small units. In addition, most of the contracts 
for services, such as inspection, casting, and maintenance operations, 2re made with 
small business. 


Mr. Yates. I don’t remember your Freeport contract. What did 
you do there to protect small business in referring to nickel? I 
remember the small-business people were writing to this committee 

et our help in helping them get some nickel. Nickel may very 
well be in short supply at the same time aluminum is in short supply. 
What are we doing in that contract to protect the rights of small 
business? Did we do anything to protect the rights of nonintegrated 
producers? 

Mr. Pixs. No, sir. 

Mr. Yates. Should that be:looked into, or is it too late there? 


co 
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Mr. Fiorts. Well, that contract’is made. In that sense, it'is too 
late. 

Mr. Yates. Do you agree there should be some type of allocation 
of the product of that plan where the Government has guaranteed 
taking the full output to provide for certain supply going to small 
business, or nonintegrated producers, a term which I don’t like 
particularly now, in order to protect the rights of small business? 

Mr. Pixs. There are very few integrated users of nickel in this 
country, Mr. Yates. 

Mr. Yates. That is small business. 

Mr. Fiorrs. The nickel platers have had a dickens of a time up 
until 9 months ago. 

Mr. Yates. That is right. Would you think it would be well for 
GSA to speak to the Freeport Co. in terms of seeking amendments to 
protect the rights of small: business? 

Mr. Forres. If we can figure a good, logical way to do it. 

Mr. Yates. Will you consider it? 

Mr. Fuioeter. Yes. 

Mr. Pixs. Mr. Yates, in that connection, Freeport Sulphur Co. 
has announced that, in the financing of the construction of the plants 
in Louisiana and Cuba, they have entered into arrangements with, I 
believe, six consumers of nickel, whereby those consumers have the 
right and, under certain circumstances, the obligation to purchase 
certain quantities of the nickel produced in the Freeport—or the 
Cuban American Nickel plant. Now, what those quantities are has 
not been announced. 

Mr. Yates. Well, these are six big companies or small companies? 

Mr. Pike. The identity has not been made public. 

Mr. Fioets. Big. 

Mr. Yates. Well, I am suggesting, perhaps, that GSA may want 
to talk to Freeport and find out whether there would be an amend- 
ment which would protect the rights of small-business people under 
the contract Freeport has with the Government. If’Freeport says 
“No,” that is one thing. It has been saying “No” regularly right 
along, haven’t they? The record will show the Administrator nods 
his head in assent. [Laughter.] 

I think at least effort should be made, because I can contemplate 
the time when nickel may be in short supply again, and I think the 
committee would like to be advised of the success or failure of your 
mission, if you can or if you would do so. 

Mr. Fioere. Off the record. 

Mr. Yates. Yes. 

(At this time there was off-the-record discussion.) 

Mr. Yates. Mr. Floete, thank you very much. 

Mr. SHEEHAN. One other question. Mr. Floete, when was this 
Freeport contract entered into? 

Mr. Fuorts. March 8, 1957. 

Mr. Yates. And it appears in the hearings of the independent 
offices appropriations hearings for GSA for earlier this year. 

Thank you, Mr. Floete, it is always a pleasure to welcome you and 
your very able staff to any hearing of which I am a part, because we 
appreciate the full cooperation which you give us and the fine work 
that you are doing in your job. Thank you very much. 

Mr. Fuoetre. Thank you. 

Mr. Yates. May we have the gentlemen from GAO who are here? 
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TESTIMONY OF MR. ROBERT F. KELLER, ASSISTANT TO THE 
COMPTROLLER GENERAL 


Mr. Yates. Good morning, Mr. Keller. We welcome you and the 
other members of GAO. We know the hour is late. However, we 
would welcome your prepared testimony. I understand you have a 
prepared statement. 

Mr. Kewuer. Yes, sir. Very short, prepared statement. I am 
Robert F. Keller, assistant to the Comptroller General. On my 
right is Mr. Arthur Eaton, who is attached to our General Counsel's 
Office, and on my left is Mr. Phil Chavran, Assistant Director to 
CAAD. 

By your letter of March 31, 1958, you requested us to appear before 
your subcommittee. We were advised that the subcommittee is 
specifically interested in receiving information on the future of the 
aluminum industry and the position of small business in that industry. 
Pursuant to our discussions with you and your staff, we were informed 
that you wished us to address ourselves to the question of what con- 
stituted the “published price” or “lowest published price,” as those 
terms are used in the various contracts with domestic producers of 
aluminum. 

The hearings held by Subcommittee No. 3 on Minerals and Raw 
Materials, House Small Business Committee, indicate that the do- 
mestic producers of aluminum holding contracts with the Government 
have offered to sell aluminum in Europe at prices less than their pub- 
lished United States prices. We have studied the facts brought out 
by the hearings, with a view toward determining whether any action 
legally and properly may be taken to obtain price reductions under 
the Government contracts with the domestic producers where they 
have offered aluminum in foreign countries at below their published 
price in the United States. 

As a part of our study of the question, we obtained the views of the 
General Services Administration as to what the contracting parties 
meant by “lowest published price.” Based upon their reply and our 
analysis of the legal principles applic ‘able to the facts, we concluded 
that the term ‘lowest published price” was intended ‘by the parties 
to the contracts to refer to the published price in the United States. 
A copy of our decision of May 6, 1958, is attached. 

As a part of our regular audit coverage of the General Services 
Administration activities, we have followed the developments under 
the aluminum supply contracts and the actions taken by the agency 
in its administration of these contracts. We propose to continue 
our independent review of the transactions under these contracts in 
the discharge of our overall statutory audit responsibility. 

In this connection, we have followed your subcommittee hearings 
on the aluminum industry, particularly that part relating to the 
administration of the aluminum supply contracts. While this Office 
has no special knowledge of the future of the aluminum industry and 
the position of small business in that industry, we, as an agent of 
of Congress, are prepared to assist your subcommittee in those areas 
where this Office is technically competent to do so. 

As I stated, Mr. Chairman, attached to the statement is our letter 
to you of the Comptroller General of the United States, his letter to 
you of yesterday, on the published price. 
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Mr. Yates. Yes. The letter containing the opinion of the Comp- 
troller General of the United States, dubed May 6, 1958, No. B—132843, 
may be admitted in the record without objection. There is no need 
to read it. 

(The letter of the Comptroller General of the United States No. 
B-132843, dated May 6, 1958, reads as follows:) 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 6, 1958. 
B-132843. 
Hon. Srpney R. YArss, 
Chairman, Subcommittee No. 3, 
Select Committee on Small Business, 
House of Representatives. 

Dear Mr. CuarrMan: In accordance with your informal request at the 
meeting of March 31, 1958, there is set forth below our interpretation of the pay- 
ment provisions of the supply contracts for the purchase of aluminum entered 
into between the General Services Administration and the Aluminum Company 
of America, the Kaiser Aluminum & Chemical Corp., the Reynolds Metals Co., 
and Harvey Aluminum (Inc). 

The various contracts contain similar language which provides that any quantity 
of additional production from the additional facilities not disposed of and not 
otherwise sold or utilized by the contractor may be tendered to the Government 
in the form of pig only. The contracts also contain a clause entitled ‘‘Points and 
Terms of Delivery’’ which provides that contractor shall deliver aluminum to the 
Government at the delivery point within the continental United States specified 
in each order of the Government given pursuant to the terms of the contracts. 
The contract with the Aluminum Company of America provides in paragraph 2 
of article XI as follows: 

“The price at which the Government is required to buy aluminum pig on tender 
by the contractor, as detailed in paragraph 3 of article III, shall be the con- 
tractor’s published price (including and subject to the standard terms and condi- 
tions applicable thereto) in effect at the time of delivery for the grade, form, size 
and quantity involved, provided, that if at the time of delivery the current 
published price (including and subject to the standard terms and conditions 
applicable thereto) for the grade, form, size and quantity involved of either 
Reynolds Metals Co. or Kaiser Aluminum & Chemical Corp. is lower than the 
contractor’s published price, then, and during the period of such difference, the 
price at which the Government is required to buy aluminum pig tendered by the 
contractor as aforesaid shall be the lowest of such published prices in effect at the 
time of delivery. The contractor shall invoice the Government at its said pub- 
lished price in effect at the time of delivery and grant any credits required by the 
above formula in the contractor’s first succeeding invoice after it becomes possible 
to compute such credits, which computation shall be promptly made.”’ 

The Kaker Aluminum & Chemical Corp. contract provides in paragraph (a) of 
article XI as follows: 

‘The price at which aluminum pig and ingot shall be sold to the Government in 
accordance with article III (a) and (c) and article IV shall be contractor’s lowest 
published price for the grade involved (including the terms and conditions applic- 
able thereto) in effect at the time of delivery, provided, however, that if at the 
time of delivery the current published market price of either Aluminum Company 
of America or Reynolds Metals Co. is lower than contractor’s published price, the 
price to the Government shall be the lower of: (a) the weighted average (as 
defined below) of the lowest current market prices so published of the 3 present 
producers’ averages during the 90 days preceding the date of delivery; or (6) con- 
tractor’s lowest published price in effect at the time of delivery for the correspond- 
ing grade of aluminum.” 

The payment clauses of the contracts with the Reynolds Metals Co. and 
Harvey Aluminum (Inc.) are similar to the provisions of the contract with 
Kaiser Aluminum & Chemical Corp., and will not be repeated here. The contracts 
are silent as to the meaning intended to be given the terms ‘‘published price,”’ or 
“lowest published price.”’ 

The hearings held by Subcommittee No. 3 on Minerals and Raw Materials, 
House Small Business Committee, indicate that the Government contractors 
have offered to sell aluminum in Europe at prices less than their published United 
States prices. Inasmuch as the contracts with the Government do not expressly 
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limit the price at which the aluminum can be tendered to the United States to the 
“lowest published price” in the United States, question arises as to whether the 
lower price offered in Europe should be considered the contract. price. 

In response to our request for a report the General Services Administration 
advised us, in effect, that at the time the contracts were entered into it was the 
practice of each company to publish its prices by issuing printed pricelists con- 
taining not only prices but also certain terms and conditions applicable to such 
prices. That practice has been continued. They further reported that the con- 
tractor’s published prices referred to in the contracts could mean only the printed 
pricelists issued by each company. The pricelists of each company provide that 
the company will make an allowance for transportation charges, including the 
applicable transportation tax, to destinations within the continental United States. 
In addition each list states the delivery point as being f. 0. b. shipping point. 
The General Services Administration believes that the ‘‘shipping point’ referred 
to means the producer’s plant from which shipment of the primary aluminum is 
to be made. They also reported that the E. & M. J. Metal and Mineral Markets, 
a publication providing market information, began in 1956 to include a summary 
of average daily price quotations for aluminum in addition to the weekly quota- 
tions which had previously been the only quotations in that publication. In con- 
nection with the daily quotations the following note appears: ‘‘Aluminum quota- 
tions refer to primary pig, 99 percent, delivered to consumers. The United States 
primary producers, as well as the major exporter of aluminum to the United States, 

uote prices delivered to consumers in the United States.’”’ The General Services 

dministration states that they have no doubt that this note refers to the price- 
lists described above. Finally, the General Services Administration states that 
although the E. & M. J. Metal and Mineral Markets reports that certain of the 
domestic aluminum producers had entered spot bids in foreign countries at less 
than the published lists, in the absence of evidence showing substantial and con- 
tinuing sales abroad, it does not believe that the prices used in those sales or bids 
can be considered to be “published prices” as that term is used in the aluminum 
supply contracts. 

t is a rule of contract construction that the intent and meaning of a contract 
are not to be determined by the consideration of an isolated section or provisions 
thereof, but that the contract is to be considered in its entirety and each provision 
is to be construed in its relation to other provisions and in the light of the general 
purposes intended to be accomplished by the contracting parties (13 C. J. 525, 
17 C. J. 8. 707, and cases cited therein; City of Harlan, lowa v. Duncan Parking 
Meter Corp., 231 F. 2d 840; O’Brien v. Miller, 168 U. 8S. 287, 297; United States v. 
P. J. O'Donnell & Sons, Inc., 228 F. 2d 162). The term “published price” 
standing by itself might create a doubt as to what the parties intended; but, 
applying the above principles, when that term is considered in conjunction with 
the delivery provisions of the contracts the intended meaning of such term seems 
to be apparent. The contracts call for delivery of the aluminum within the 
continental United States and it could only be delivered elsewhere in case of 
mutual agreement of the parties. Therefore, even if it were established that the 

rices at which the foreign offerings were made were published prices, it would 
be reasonable to assume that the term “published price” as used in the contracts 
could only have had reference to the United States published price. This is even 
more apparent when consideration is given to the fact that at the time the contracts 
were negotiated it was the practice of each company to publish price lists which 
quoted prices for aluminum f. o. b. producer’s plant with an allowance for trans- 
portation charges, including the applicable transportation tax, to destinations 
within the continental United States. 

Finally, there is for consideration the well-recognized rule of law that where a 
contract is not clear, the interpretation given it by the parties as shown by their 
acts is of substantial probative value in interpreting a contract (Williston on 
Contracts, vol. 3, sec. 623, p. 1792 and cases there cited). In the instant case, 
the parties to the contracts have clearly indicated by their actions that they 
regarded the contractors’ published price for delivery in the United States as the 
price intended. 

In view of the facts related above and the law applicable thereto we have no 
alternative but to conclude that the term “published price,’ as used in the con- 
tracts, means the contractors’ published price for delivery at points within the 
United States. 

Sincerely yours, 
JosEPH CAMPBELL 
Comptroller General of the United States. 
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Mr. Yatzs. I just want to ask one question as to whether or not 
GAO has considered the question as to the possibility of toll arrange- 
ments serving as a device to lower published price? 

Mr. Ketter. Our decision relates to domestic published prices here 
versus foreign prices. 

Mr. Yares. I wondered whether you had ever, in connection with 
your deliberations as to what is published price and the practice in 
the aluminum industry, as to whether or not 

Mr. KELLER (interposing). We have naturally considered those 
points but with no final conclusion. I would have some doubt in my 
mind whether a single deviation would be enough to say that the 
published price as contemplated in the contract is no longer applicable. 
They are so-called list prices. In answer to your question, I would 
have to say that we have arrived at no final conclusion and any con- 
clusion would depend a great deal on the extent to which the practice 
is followed. We have heard about it but we have no affirmative 

Mr. Yarss (interposing). Is it a function of GAO to look into these 
things to determine whether the interest of the Government is pro- 
tected, or do you do so only on request of Congress or a committee 
thereof? 

Mr. Keuuer. I would answer your question this way, I think 
GAO has a duty to look into any type of transaction where the Gov- 
ernment in the end is perhaps paying more money than it should. 
Now, whether we do it on our own initative or whether we do it at a 
request of this committee, I think becomes immaterial at that point. 

Mr. Yates. Do you have any other questions? 

Mr. SHEEHAN. No. 


Mr. Yates. Gentlemen, thank you very much for appearing before 
us today. 

Mr. Keuter. All right. 

Mr. Yates. The committee will stand recessed subject to further 
call by the Chair. 

(Whereupon, at 12:40 p. m., the committee recessed subject to 
further call by the Chair.) 
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ExuHIsIT 13.2 


AGREEMENT 


TuH1s AGREEMENT, dated this 23d day of July, 1952, between ReyNotps METALS 
CoMPANY, a Delaware corporation, with a place of business at Jones Mills, 
Arkansas (hereinafter called “Seller’), and GENERAL Motors CORPORATION, a 
Delaware corporation (hereinafter called “Buyer” ), 


WITNESSETH : 


WHEREAS, the parties hereto entered into an agreement dated February 7, 
1950, whereby the Seller agreed to sell and deliver molten aluminum alloy to 
Buyer, and Buyer agreed to purchase and receive such molten aluminum alloy 
at an experimental foundry at Jones Mills, Arkansas, to test the possibility of 
pouring aluminum castings from molten metal as taken from the pot lines of 
a reduction plant with the minimum handling and loss of heat; and 

WHEREAS, on the basis of experiments conducted under the aforesaid agree- 
ment, the Buyer proposes to construct a permanent aluminum foundry in the 
vicinity of Seller’s reduction plant at Jones Mills, Arkansas ; and 

Whereas, Buyer desires to purchase and receive virgin molten aluminum 
metal and alloys of same from Seller’s reduction plant at Jones Mills, Arkansas, 
and Seller desires to sell and deliver such molten metal to Buyer ; 

Now, THEREFORE, in consideration of the premises and the mutual promises 
herein contained, each promise being a separate consideration for each other 
promise contained in this agreement, it is agreed as follows: 


I. QUANTITY 


Seller shall manufacture, sell and deliver, and Buyer shall purchase and re- 
ceive during the term of this Agreement, Buyer’s requirements of virgin molten 
aluminum metal and alloys of same at its aluminum foundry in the vicinity 
of Jones Mills, Arkansas; provided, however, that such requirements shall not 
exceed the maximum quantity of the output of one pot line (approximately 
110,000 pounds per day) of Seller’s reduction plant at Jones Mills, Arkansas, 
at the prices and upon the terms and conditions provided herein. 


II. SPECIFICATIONS 


(a) The analysis of the alloyed molten metal to be supplied hereunder shall 
be certified by Seller and checked by Buyer to be: 


4.50 to 6.00% 
50% Maximum 
Balance 


(b) Upon twenty-four (24) hours’ notice from Buyer to Seller, in writing, 
if practical, or upon such further period of time as may be agreed to by the 
parties hereto (the parties hereby agreeing to negotiate in good faith concern- 
ing any extension of the said period), the above specification may be changed 
from time to time so as to increase or otherwise add to the various elements 
in the pot lines, excepting, however, magnesium which will be added by Buyer in 
its open hearth. 

III. PRICE 


The price of molten metal delivered hereunder at Seller’s reduction plant 
located at Jones Mills, Arkansas shall be computed on the basis of the following 
formula : 

(The list price of 99 plus pig, which is to be established on the basis of 
the Engineering and Mining Journal average for the month preceding the 
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month in which deliveries are made) less (the then current average freight 
cost factor included in the list price of 99 plus pig) less (10%) times (the 
percent of aluminum content) plus (the percentage of other elements multi- 
plied by their respective market prices, which are to be established on the eff 


same basis as 99 plus pig). e 
Example of establishing price per pound of molten metal containing 95% 
Aluminum and 5% Silicon 
Per pound ( 
I A en ica tr sisi giah enim ceipnabreh Sabin oven $. 1800 her 
1ee Tees: WOCter) <n  ih AUN dah 2 ie enn . 0113 qué 
1687 - 
I TD a nceninntititindinciinaintibenpinenimmnercinmraiacaun stitute atin . 01687 equ 
15183 in 
Se Ce 0 en come wecpepare ne emesuberes 95% 
14424 - 
Plus (5% Silicon @ $.20 (market price) )-----------.----------- . 01000 Sel 
Equals Molten Metal Delivered Price._.........------.----------- . 15424 dnt 
by 
Iv. PAYMENT suc 
Upon certification of quantities of molten metal received, payment shall be 
made by Buyer on Monday of each week covering all molten metal received 
through 5 o’clock p. m. of the preceding Thursday. Payment for aluminum ] 
pig delivered to General Motors Corporation in accordance with the provisions i age 
of Paragraph V hereof shall be made on the 10th and 25th prox. anc 
Vv. DELIVERY AUTHORIZATIONS a 
The molten metal covered by this agreement shall be delivered by Seller at - 
Seller’s plant from its crucible into a receptacle furnished by Buyer as follows: ie 
It is recognized that molten aluminum is produced by Seller under a : 
continuous process, accordingly, Seller shall during the term of this agree- = | 
ment, unless otherwise notified by Buyer in writing at least seventy-two yar 
(72) hours in advance, be authorized to deliver and Buyer will accept “~ 
molten aluminum in crucibles containing not less than 4,000 pounds, a . 
minimum quantity of 50,000 pounds per day, including Saturdays, Sundays 
and holidays, commencing when notified in writing by Buyer to deliver the 
aforesaid quantities (the date of which notice shall be considered the ef- D 
fective date of this agreement for the purpose of Article VII hereof) ; pro- its 
vided, that, if at any time during the term of this agreement Buyer shall con 
give Seller seventy-two (72) hours written notice of Buyer’s inability to ure 
receive molten aluminum in the minimum quantities aforesaid, Seller shall blo 
convert said molten aluminum into pig and shall sell such pig to Buyer at fire 
Seller’s standard list price and shipping terms for such pig prevailing at to 1 
that time; provided, however, that Seller’s list price for pig shall then be or 
competitive with other producers of aluminum pig; and provided, further, mw 
that if at any time during the term of this agreement, Buyer is unable to éve 
accept delivery of molten aluminum and/or aluminum pig in the minimum del: 
quantities aforesaid because of a reduction in Buyer’s total requirements to 1 
of molten aluminum and aluminum pig to less than the minimum quanti- Mil 
ties aforesaid, Buyer may on ninety (90) days notice to Seller reduce the 
minimum quantities which Buyer is required to accept hereunder for the 
duration of such condition. 
VI. DISPOSITION OF SPRUES, GATES AND RISERS to ¢ 


It is acknowledged by the parties hereto that a great quantity of sprues, gates 
and risers are accumulated in the process of making castings and such items 
must be remelted and pigged. Inasmuch as such scrap may contain contaminat- 
ing elements, it is not entirely safe to mix them with alloyed pure metal and the 
therefore they will be disposed of by Buyer. 
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VII. TERM 


This Agreement shall be and remain in full force and effect on and after the 
effective date hereof until terminated by either party upon one (1) year’s notice 
in writing to the other party; provided, however, that such notice of termi- 
nation may not be given prior to four years from the effective date hereof. 


VIII, PATENTS 


(a) Seller guarantees that the material as set forth in paragraph II (a) 
hereof and its processing of such material to be delivered hereunder and subse- 
quent sale of it will not infringe any United States or foreign Letters Patent, 
and the Seller agrees to defend, protect and save harmless Buyer, its successors, 
assigns, Customers and users of its products, against all suits at law or in 
equity, and. from all damages, claims and demands for actual or alleged in- 
fringement of any patent by reason of the Seller’s processing and subsequent 
sale of the material to be delivered hereunder. 

(b) If, in Seller’s opinion, any request made by Buyer pursuant to Paragraph 
II (b) hereof for a change in specifications would result in or have the effect 
of causing Seller to infringe any United States or foreign letters patent, the 
Seller may refuse to make such changes unless Buyer agrees to defend, protect 
and save harmless Seller against all suits at law or in equity, and from all 
damages, claims and demands for actual or alleged infringement of any patent 
by reason of Seller’s processing and subsequent sale of the material to meet 
such changed specifications. 


IX. SERVICES PERFORMED BY THE PARTIES 


If this contract requires the performance of services by either employees, 
agents and servants of Buyer on the premises of Seller, or by employees, agents 
and servants of Seller on the premises of Buyer, the Buyer or Seller, as the case 
may be, agrees to indemnify and protect the other party to this contract against 
all liabilities, claims or demands for injuries or damage to any person or prop- 
erty growing out of the performance of this contract by their servants, agents 
and employees of Buyer or Seller while on the premises of the other party. 
It is further agreed that said servants, agents and employees of either Buyer 
or Seller while in the performance of this Contract on the premises of the other 
party will comply with the same rules and regulations of the party on whose 
premises they are then located to which the servants, agents and employees 
of the party on whose premises they are then located are subjected. 


X. EXCUSABLE DELAYS 


Neither party shall be liable to the other for failure to comply with any of 
its obligations hereunder when such failure is due to circumstances beyond the 
control of the party failing to comply, including, without being limited to, fail- 
ures occasioned by Acts of God, strikes, lockouts, acts of the public enemy, wars, 
blockades, insurrections, riots, epidemics, landslides, lightning, earthquakes, 
fires, storms, floods, washouts, civil disturbances, explosions, breakage or accident 
to machinery or equipment, failure of usual sources of supply of material, gas, 
or electric power, or interference by or on the request of the state, county, 
municipal or Federal Government or any agent or agencies thereof. In the 
évent that Seller is unable to provide molten metal to Buyer due to an excusable 
delay as defined above from Seller’s Jones Mills, Arkansas plant, Seller agrees 
to use its best efforts to provide aluminum to Buyer’s plant located at Jones 
Mills, Arkansas, from any of Seller’s other plants. 


XI. COMPLIANCE WITH LAWS 


Seller agrees that the performance of this agreement is and shall be subject 
to all applicable Federal, State, or local laws, rules, regulations or ordinances. 


xII. ASSIGNMENT 


This agreement shall not be transferred or assigned by either party without 
the written consent of the other party. 
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XIII. GOVERNMENT OONTRACTS 


If at any time the Buyer shall notify Seller that any of the molten metal to 
be purchased hereunder will be used by Buyer in the performance of Government 
contracts requiring the inclusion of specified conditions in subcontracts in addi- 
tion to the conditions included herein, the Buyer and Seller shall negotiate a 
modification of this agreement to incorporate herein such additional conditions 
as may be required by the then current applicable Federal rules and regulations 
for inclusion in subcontracts under Government prime contracts. 

In Wirness WuHeReror, the parties hereto have caused this instrument to be 
executed by their duly authorized officers as of the day and year first above 
written. 


REYNOLDS METALS COMPANY, 
By Davip P. REYNOLDs, 
Vice President. 


Frep R. EDNEY, 
Ass’t Sec. 


GENERAL Morors CORPORATION, 
By C. R. Osporn, 
Vice President. 
Attest: 
J. C. Davipson, 
Assistant Secretary. 


AGREEMENT OF AMENDMENT 


This Agreement of Amendment dated this 26th day of September 1955, between 
Reynolds Metals Company, a Delaware corporation, with a place of business at 
Jones Mills, Arkansas (hereinafter called “Seller’) and General Motors Cor- 
poration, a Delaware corporation, with a place of business at Jones Mills, Arkan- 
sas (hereinafter called “Buyer”) ; 

WITNESSETH : 

WHEREAS, the parties hereto have entered into an agreement which is dated 
July 23, 1952 which provides in substance that Buyer will purchase from Seller 
and Seller will sell to Buyer certain quantities of molten aluminum alloys at 
their Jones Mills, Arkansas Plants; and, 

WHEREAS, the parties have found it to be desirable and necessary to amend 
the said contract ; 

Now, THEREFORE, in consideration of the premises and the mutual promises 
herein contained, the parties agree: 

1. That the said contract dated July 23, 1952 between the parties shall be 
amended in the following particulars, and only in those particulars. 

2. That Paragraph II entitled “Specifications” of the said contract shall be 
omitted and in lieu thereof there shall be inserted the following: 

“(a) The analysis of the alloyed molten metal to be supplied hereunder shall 
be certified by Seller and checked by Buyer to be as per specifications to be 
supplied from time to time by Buyer. 

(b) Upon twenty-four (24) hours’ notice from Buyer to Seller, in writing, if 
practical, or upon such further period of time as may be agreed to by the 
parties hereto (the parties hereby agreeing to negotiate in good faith concern- 
ing any extension of the said period), the specifications may be changed from 
time to time so as to increase or otherwise add to the various elements in the 
pot lines, excepting, however, magnesium which will be added by Buyer in its 
open hearth.” 

3. That Paragraph III entitled “Price” of the said contract shall be omitted 
and in lieu thereof shall be inserted the following: 

“The price of molten metal delivered hereunder at Seller’s reduction plant 
located at Jones Mills, Arkansas shall be computed on the basis of the follow- 
ing formula: 

(The list price of 99 plus pig, which is to be established on the basis 
of the American Metal Market average for the month preceding the month 
in which deliveries are made) less (the average freight cost to Seller of 
all shipments of aluminum pig during the calendar quarter preceding the 
quarter in which deliveries are made; such average freight costs shall be 
computed by using all shipments of pig by Seller, including shipments be- 
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tween Seller’s plants and shipments to others, except for shipments or 
transfers between Seller’s plants on which Seller incurs no freight costs. 
Computations shall be made at the end of each calendar quarter. No change 
will be made in freight allowance unless quarterly computations show a 
change of at least .05 cents per pound in average freight costs from that 
being used and then, in that event, a change in allowance will be made 
equivalent to the change in average freight costs. Changes, if any, shall 
become effective one month following the end of the quarterly computa- 
tion. For instance, if a computation at the end of March shows that the 
freight allowance should be changed, the change will become effective on 
the first of May) less (10% multiplied by the aluminum content) plus (the 
percentage of other elements multiplied by their respective market prices 
which are to be established on the same basis as 99 plus pig with the ex- 
ception of copper. Copper shall be included at average cost to Seller of 
copper for alloying purposes at its Jones Mills Plant during the preceding 
month. )” 

4. That Article IV entitled “Payment” of the said contract shall be omitted 
and in lieu thereof shall be inserted the following: 

“At the close of business each Wednesday (which is defined to be Thursday at 
8:00 a. m.), Seller shall prepare an invoice to cover the molten metal delivered 
during the preceding week, except on month ends not falling on Wednesday. 
Then there will be two invoices rendered for payment; one covering the re- 
maining days in the month from the preceding Wednesday (as defined), and 
the other covering the necessary days in the new month to complete a week’s 
billing. 

Upon certification of quantities of molten metal received, payment shall be 
made by Buyer within ten (10) days of receipt of invoice covering the preceding 
week’s deliveries. 

Payment for aluminum pig delivered to Buyer in accordance with the pro- 
visions of Paragraph V hereof shall be made on the 10th and 25th prox.” 

5. That Paragraph V entitled “Delivery Authorizations” of the said contract 
shall be amended by adding the following paragraph thereto : 

“Buyer shall furnish Seller with a written sixty-day schedule of aluminum 
requirements on the eighth day of each month preceding the month of delivery. 
The first thirty (380) days set forth in such schedule shall be considered a firm 
schedule, and the second thirty (30) days will be a forecast of estimated re- 
quirements which will be made firm on the eighth day of the following month. 
Seller shall have a period from the eighth of each month until the first day 
of the subsequent month to commence deliveries of that quantity of molten 
aluminum as set forth by notice from Buyer.” 

6. That inasmuch as Paragraph V entitled “Delivery Authorizations” of the 

said contract states that the effective date of the contract for the purposes of 
Article VII of the said contract shall be the first date upon which Buyer gives 
notice to Seller to commence deliveries, the parties agree that it is desirable 
to set the effective date. Therefore, the parties have agreed that for the pur- 
poses of Paragraph VII entitled “Term” of the said contract, and for all other 
purposes, the effective date shall be considered January 1, 1954. 
7. That inasmuch as General Motors has formerly raised some question con- 
cerning the meaning of the term “Buyer” as that word is used in the said con- 
tract, and particularly as it is used in Paragraph V thereof, the parties agree 
that it means General Motors Corporation as a whole and is not limited to any 
particular plant or division thereof. 

IN WITNESS WHEREOF, the parties hereto have caused this instrument to 
be executed by their duly authorized officers as of the day and year first above 
written. 

REYNOLDS METALS COMPANY 
By Davip P. REYNOLDS, 
Attest : 
Frep R. EpDNeY, 
Assistant Secretary. 
Attest : 
tENERAL Morors CorRPORATION 
By C. R. Osporn, 
Vice President. 


J. C. DAVIDSON, 
Assistant Secretary. 
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EXHIBIT 13.24 (E) 
THIs AGREEMENT 


made this thirteenth day of February, 1957, by and between GENERAL Morors 
CORPORATION, a Delaware corporation having a principal place of business at 
3044 West Grand Boulevard, Detroit, Michigan, hereinafter called General 
Motors, and ReyNotps Merats ComPANy, a Delaware corporation having a 
principal place of business at 2500 South Third Street, Louisville, Kentucky, 
hereinafter called Reynolds. 

WITNESSETH : . 

Wuereas Reynolds contemplates the erection of a new aluminum reduction 
plant on land now under option to Reynolds in the vicinity of Massena, New 
York, to be operated by electricity generated at the new Barnhart Island station 
now being built by the State of New York ; and 

Wuereas Reynolds desires to sell to and General Motors desires to buy a 
portion of the output of such plant, primarily in the molten state; and 

Wuereas the land which as aforesaid Reynolds has under option is in excess 
of Reynolds’ requirements, and in order to make economical use of molten 
metal it will be necessary for General Motors to have a foundry in the general 
vicinity of Reynolds’ new aluminum reduction plant; and 

WHenreAs the parties are simultaneously with the negotiation of this contract 
negotiating a separate contract for the purchase by General Motors of a portion 
of the aforesaid land to be used as a site for a new aluminum foundry to be 
erected by General Motors; 

Now, THEREFORE, in consideration of the premises and of the mutual covenants 
contained herein, 

Ir Is AGREED, subject to receipt by Reynolds of a satisfactory long-term con- 
tract for the purchase of power from the State of New York and to the execu- 
tion of a sale by Reynolds to General Motors of part of Reynolds’ lands near 
Massena, New York: 

1. Reynolds will proceed as rapidly as possible with the erection of a new 
aluminum reduction plant on lands under option to Reynolds in the vicinity of 
Massena, New York, to the end that such plant shall be able to supply General 
Motors’ requirements as hereinafter defined no later than May 1, 1959. 

2. General Motors will proceed as rapidly as possible with the erection of a 
new aluminum foundry on lands to be purchased from Reynolds in the afore- 
said tract, to the end that such plant shall be in operation no later than June 
1, 1959. 

3. From June 1, 1958, until Reynolds can deliver molten metal Reynolds will 
sell and General Motors will buy for its Massena foundry such quantities of 
aluminum and aluminum alloy in pig form as General Motors may require 
for the operation of the aforesaid foundry, at prices established as hereinafter 
provided for pig. 

4. Commencing as soon as power becomes available to Reynolds as afore- 
said, and continuing for the full term of this Agreement Reynolds shall manu- 
facture, sell and deliver at its Massena plant and General Motors shall purchase 
and receive at its Massena foundry the entire requirements (for casting, 
pigging, or otherwise) of such foundry for virgin aluminum and aluminum 
alloys, subject to a maximum of 75,000,000 pounds a year. General Motors 
will place with such foundry one half of the requirements of its Chevrolet 
Division for aluminum and aluminum alloy castings for automatic transmis- 
sion parts and one quarter of such requirements for pistons. Requirements 
are net after re-use of any scrap which may be generated in Chevrolet plants. 
General Motors will not increase its requirements against such foundry (ex- 
cept for increases resulting from changes in sales volume) except upon one 
year’s written notice to Reynolds, unless Reynolds in any case agrees to accept 
shorter notice. Such notice will designate the parts and the percentage of 
Chevrolet’s total requirements therefor to be made at the foundry, which 
percentage will not thereafter be reduced. 

General Motors may similarly increase requirements beyond 75,000,000 
pounds a year on three years’ written notice to Reynolds, except that no such 
increase may be for anticipated requirements of less than 50,000,000 pounds a 
year; and provided that Reynolds shall be able to obtain satisfactory financing 
and adequate power at satisfactory rates. 

5. Specifications (including temperatures) shall be as from time to time 
prescribed by General Motors upon such notice as may be reasonably required 
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to enable Reynolds to obtain alloying elements and introduce them into its 
pot lines. General Motors will not prescribe an alloy or temperature which 
is impracticable to produce in Reynolds’ pot line. Any metal not conforming 
to specifications shall be returned to Reynolds (who shall reimburse General 
Motors for transportation costs) and treated as not having been delivered. 

6. The price of each delivery of molten metal hereunder shall be computed 
aceording to the following formula: the aluminum content at: the average list 
price of 99% aluminum pig quoted in American Metal Market during the pre- 
ceding calendar month; less the average freight cost to Reynolds of all ship- 
ments (including interplant shipments) of pig during the preceding calendar 
quarter, excluding from the computation those shipments on which Reynolds 
incurs no freight costs, except that no change in freight allowance shall be 
made until one month after the end of each calendar quarter and then only 
if such change would amount to at least $0.0005 a pound; less ten per cent of 
the amount remaining after deducting the freight allowance; the alloying ele- 
ments at market prices determined as hereinabove prescribed for aluminum 
pig, except that copper and ferro-manganese shall be priced at its average cost 
to Reynolds at its Massena plant during the preceding month. Reynolds shall 
not use premium price copper or ferro-manganese without first affording 
General Motors an opportunity to locate copper or ferro-manganese at a lower 
premium or at no premium. 

7. Reynolds shall invoice for molten metal delivered hereunder no less than 
one nor more than five times a calendar month, with one invoice covering all 
deliveries through the end of the month (hereby defined to include to 8 a. m. 
of the next day) and not theretofore invoiced. General Motors shalt pay all 
agreed invoices received between the first and fifteenth days of any month on 
or before the twenty-fifth of such month, and received between the sixteenth 
and last days on or before the tenth of the following month. 

8. No later than the eighth day of each month commencing with the first 
month preceding the month in which Reynolds expects power to become avail- 
able General Motors shall furnish Reynolds with a schedule of molten metal 
requirements by days for the next two calendar months, of which the schedule 
for the first month shall be firm and that for the second month estimated. 
Such schedules will provide for as near as may be uniform daily quantities in- 
cluding Saturdays, Sundays and holidays. Reynolds will deliver according to 
such schedules in receptacles of at least four thousand pounds capacity, of 
which General Motors shall furnish an adequate supply. Title and risk shall 
pass to General Motors upon delivery to General Motors’ receptacles at Reynolds’ 
plant. General Motors shall move the receptacles from Reynolds’ plant, for 
which purpose Reynolds shall provide any ramps, loading spaces, roadways and 
similar facilities on its property reasonably required to facilitate such removal. 

9. In the event that General Motors shall have specified unalloyed aluminum, 
General Motors may provide in the aforesaid schedules that such aluminum 
shall not be delivered on days when because of Saturdays, Sundays or holidays 
it could not be promptly used. In the case of alloys, the schedules may simi- 
larly omit such “weekend metal” to the extent that General Motors buys cor- 
responding quantities of pig of the same alloys, or that Reynolds with its best 
efforts is able to dispose of such metal to other customers. 

10. The price of each shipment of pig hereunder shall be the list price as 
quoted at the time of shipment in American Metal Market for aluminum and 
for any aluminum alloy so quoted, and for aluminum alloys not so quoted shall 
be the list price of the quoted alloy most closely resembling the alloy supplied, 
varied by adding thereto or subtracting therefrom the cost of the respective 
differences in alloying elements as determined from quotations for such ele- 
ments in American Metal Market; but no higher than Reynolds’ lowest current 
prices for the same. 

11. This Agreement shall be and remain in full force and effect from the 
date hereof until May 31, 1964, subject to renewal at the option of General 
Motors for an additional five years to be exercised by notice in writing to be 
delivered no later than May 31, 1963, and thereafter until terminated by either 
party upon one year’s written notice. 

12. Reynolds warrants that the material which it will supply hereunder, and 
its processing, sale and use will not infringe any United States or foreign patent, 
and agrees to defend, protect and save harmless General Motors, its successors, 
assigns, customers and users of its products, against all suits at law or in equity, 
and from all damages, claims and demands for actual or alleged infringement 
of any patent by reason of Reynolds’ processing and sale of such material: 
provided, however, that if, in Reynolds’ opinion, any specification prescribed by 
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General Motors would result in or have the effect of causing Reynolds to in- 
fringe any United States or foreign patent, Reynolds may refuse to manufac. 
ture to such specification unless General Motors similarly indemnifies Reynolds. 

13. If this contract requires the performance of services by employes, agents 
or representatives of General Motors upon premises of Reynolds, or by employes, 
agents or representatives of Reynolds upon premises of General Motors, General 
Motors or Reynolds, respectively, shall indemnify and protect the party upon 
whose premises such services are performed against all liabilities, claims or 
demands for injury or damage to any person or property by reason of the 
presence of any such employe, agent or representative while on the premises 
of the other party in connection with this contract. The employes, agents and 
representatives of either party while on the premises of the other shall comply 
with all rules to which the employes, agents and representatives of the owner 
of the premises are subject. 

14. Neither party shall be liable to the other for failure to comply with any 
of its obligations hereunder when such failure is attributable to circumstances 
beyond the control of the party failing to comply, including, without being 
limited to, failures occasioned by acts of God, strikes, lockouts, differences with 
workmen, armed interference, civil disturbances, fires, explosions, breakage of 
or accident to machinery or equipment, failure of usual sources of supply of 
materials, fuel, power or transportation, or interference by or on the request 
of any government or agency thereof. In the event that Reynolds shall for 
any reason be unable to supply molten metal from its Massena plant, Reynolds 
undertakes to use its best efforts to provide aluminum and aluminum alloy 
to General Motors’ Massena foundry from any of Reynolds’ other plants. 
Aluminum and aluminum alloy supplied to General Motors pursuant to any 
governmental allocation order shall not constitute deliveries under this contract. 
In the event that either party shall suffer an impairment of its capacity to 
produce or consume, respectively, by reason of any of the foregoing, this contract 
shall apply to the remainder of production or requirements, as the case may be, 
in the same proportion that it would apply to full production or requirements 
in the absence of such interference. 

15. Neither party may assign this Agreement without the consent of the 
other, except pursuant to a merger or other corporate reorganization involving 
substantially all the assets of the party. Reynolds will not sell, abandon or 
cease to operate its Massena plant without there having been made arrange- 
ments satisfactory to General Motors for continuance of a supply of molten 
metal to its Massena plant. 

16. If at any time General Motors shall notify Reynolds that any of the 
aluminum and aluminum alloy to be purchased hereunder will be used by 
General Motors in the performance of government contracts requiring the in- 
clusion of specified conditions in subcontracts in addition to the conditions in- 
cluded herein, the parties shall negotiate a modification of this Agreement to 
incorporate herein such additional conditions. 

17. All notices hereunder from one party to the other shall be addressed as 
follows: By Reynolds to General Motors at the address to be established for its 
Massena foundry; and by General Motors to Reynolds at its Massena reduction 
plant; except that prior to June 1, 1959, all notices shall be addressed to the 
principal places of business hereinabove described. 

18. Since this contract is wholly to be performed within the State of New 
York, it shall be interpreted, governed and construed according to the laws of 
that State, 

In Witness WHeEreEor, the parties hereto have caused these presents to be 
executed by their officers thereunto duly authorized and their corporate seals 
to be affixed as of the day and year first above written. 

(CORPORATE SEAL) 
GENERAL Morors CorPoRATION 
By H. H. Currvice, 
President. 
J. C. DAVIDSON, 
Assistant Secretary. 


Attest: 
REYNOLDS METALS COMPANY 
By Davip P. REYNOLDS, 
Vice President. 
Attest : 


Frep R. Epney, 
Assistant Secretary. 
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AGREEMENT 


TH1s AGREEMENT made and entered into this 7th day of November, 1955, by 
and between ReyNnoips Metats CoMPANY, a corporation organized and existing 
under the laws of the State of Delaware, with its principal place of business 
in Richmond, Virginia (hereinafter referred to as “Reynolds”), and Forp 
Motor CoMPANY, a corporation organized and existing under the laws of the 
State of Delaware, with its principal place of business in Dearborn, Michigan, 
(hereinafter referred to as “Ford’’) ; 

WITNESSETH : 

WHereas Ford and Reynolds are seeking to develop new uses and applica- 
tions for aluminum in the automotive industry ; and 

Wuereas Ford desires to purchase and receive from Reynolds, and Reynolds 
desires to sell and deliver to Ford, virgin aluminum alloys in molten form 
(hereinafter referred to as “molten metal’) to be used by Ford in the produc- 
tion of metal articles; and 

Wuereas it is contemplated that Reynolds will construct a plant in Kentucky 
at which molten metal to be sold to Ford hereunder will be produced (herein- 
after referred to as the “Kentucky Reduction Plant’) and it is contemplated 
that Ford, in order to assure itself of a future supply of aluminum castings, 
will construct a plant in Kentucky at which molten metal purchased by Ford 
hereunder will be used (hereinafter referred to as “Ford’s aluminum plant’), 
such plant to be located adjacent to the Kentucky Reduction Plant in order to 
make possible the use by Ford of molten metal in place of aluminum pigs; and 

Wuereas Ford desires to enter into this Agreement in order to assure itself 
of a future supply of molten metal for use in Ford’s aluminum plant, and 
Reynolds desires to enter into this Agreement in order to assure itself of an 
outlet for a portion of the capacity of the Kentucky Reduction Plant; and 

Wuereas Ford also desires to purchase and receive from Reynolds, and Rey- 
nolds also desires to sell and deliver to Ford, aluminum products and fabricated 
products, as hereinafter defined, in order to facilitate the development of such 
new uses and applications: 

Now, THERE: ORE, in consideration of the premises and the mutual promises 
herein contained, each promise being a separate cousideration for the other 
promises herein contained, each of the parties hereto agrees as follows: 

1. Sale of Metal, Reynolds shall sell to Ford, and Ford shall purchase from 
Reynolds, molten metal in the quantity specified in this Agreement at the prices 
and upon and subject to the terms and conditions provided herein. 

2. Quantity. (a) Subject to the provisions of Paragraph 7 (a) hereof, the 
yearly quantity of molten metal to be sold by Reynolds and purchased by Ford 
hereunder shall be 64,000,000 pounds during each full calendar year included 
in the delivery period of this Agreement; provided, however, that the amount 
of molten metal to be sold by Reynolds and purchased by Ford hereunder shall 
not be in excess of the reasonably anticipated requirements of Ford, determined 
by Ford from time to time, for aluminum alloys at Ford’s aluminum plant for 
use in the production of metal articles. 

(b) The yearly quantity of molten metal specified in subparagraph (a) above 
shall be prorated with respect to any partial calendar years included in the de- 
livery period. 

(c) In the event such reasonably anticipated requirements of Ford are less 
than the yearly quantity provided for in subparagraph (a) above during any cal- 
endar year included in the delivery period of this Agreement, Reynolds shall sell 
to Ford, and Ford shall purchase from Reynolds, during such year a quantity of 
aluminum pig equa] to the difference between such reasonably anticipated re- 
quirements and such yearly quantity ; provided, however, that Reynolds, if so re- 
quested by Ford, shall sell the surplus aluminum in the form of aluminum pig to 
any person (including Ford’s other plants) designated by Ford ; and provided fur- 
ther, that Reynolds, in addition, if so requested by Ford, agrees, in good faith, 
to assist Ford in the sale of the surplus aluminum in the form of aluminum pig 
to other persons. Aluminum pig sold by Reynolds pursuant to this subparagraph 
to other persons (including Ford’s other plants) shall be applied against the quan- 
tities of molten metal that Ford is obligated to purchase from Reynolds under 
this Agreement, and such aluminum pig shall be chargeable to Ford at the price 
and upon the terms specified herein for aluminum pig sold to Ford hereunder, 
but shall be delivered to other purchasers by Reynolds at the price and to the 
destination designated by Ford. 

Anything to the contrary herein, notwithstanding, this subparagraph shall not 
be construed so as to require Reynolds to sell any part of the aluminum pig that 
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Ford is obligated to purchase from Reynolds hereunder to Reynolds’ regular or 
current customers. 

(d) Ford may at its option from time to time during the term of this Agreement 
increase the yearly quantity specified in subparagraph (a) above by giving writ- 
ten notice to Reynolds at least 36 months prior to the effective date of each such 
increase ; provided, however, that all increases to be made hereunder shall be in 
units of 50,000,000 pounds per year each and the yearly quantity specified in sub- 
paragraph (a) above shall not be increased to an amount greater than 164,000,000. 
pounds. Any increase in units of different increments from 50,000,000 pounds per 
year requested by Ford shall be granted or denied in the absolute discretion of 
Reynolds. If such yearly quantity is increased pursuant to a request by Ford, 
the quantity of molten metal and aluminum pig to be sold by Reynolds and pur- 
chased by Ford hereunder shall be increased accordingly; provided, however, 
that Reynolds’ and Ford’s obligations with respect to the increase in such yearly 
quantity at Ford’s request as aforesaid shall be contingent upon and subject to 
the condition precedent of Reynolds’ ability to borrow (on terms satisfactory to 
ereditors of Reynolds as to whom Reynolds is committed at the time of such 
borrowing to obtain approval of such borrowing) necessary funds, as of the time 
when such funds are needed, for the construction of the necessary facilities to 
produce the amount of aluminum by which such yearly quantity is increased, 
together with any necessary related facilities and working capital requirements. 
Reynolds shall, promptly after receipt of Ford’s request to increase such yearly 
quantity, use its best efforts to attempt to borrow such necessary funds for the 
purpose of financing the increased production capacity. If Reynolds is unable so 
to arrange for such financing on such satisfactory terms within 6 months after 
receipt of Ford’s request, it shall so notify Ford within 30 days after expiration 
of such 6-month period and upon the giving of such notice the obligations of the 
parties with respect to the increase in such yearly quantity previously requested 
by Ford shall terminate in full. If such written notice is not given within the 
time aforesaid (or any extension thereof established by mutual agreement be- 
tween Ford and Reynolds) the condition precedent to the obligations of the 
parties with respect to the previously requested increase in such yearly quantity 
thereby shall be deemed waived, and Reynolds shall be obligated to sell and Ford 
shall be obligated to purchase the increased yearly quantity. 

3. Specifications. (a) Reynolds warrants that the analysis of the molten 
metal to be supplied to Ford hereunder, and the analysis of aluminum pig 
supplied under Paragraph 2 (c) above, shall conform to one of the following 
specifications as designated by Ford: 
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Reynolds, if so directed by Ford from time to time, shall supply more than 
one such alloy simultaneously in such proportions of the aggregate yearly 
quantity set forth in Paragraph 2 (a) above as Ford may specify. 

Reynolds warrants also that the temperature of the stream of molten metal 
at the time of pouring into Ford’s receptacles shall be not lower than 100° 
Centigrade above the melting point of the metal. 

(b) In case any of the molten metal to be supplied hereunder, or any of the 
aluminum pig supplied under Paragraph 2 (c) above, does not conform to such 
specifications (or such minimum temperature requirement in the case of molten 
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metal), Ford shall have the right to reject and return or to retain and correct 
such molten metal or aluminum pig. Rejected molten metal or aluminum pig 
will be returned to Reynolds at Reynolds’ risk for credit, and Reynolds shall 
pay Ford for all handling, transportation and other expenses incurred in con- 
nection with the rejected molten metal or aluminum pig. Reynolds shall pay 
Ford for expenses incurred in correcting defective molten metal or aluminum 
ig. 

. (c) Upon two weeks’ advance written notice from Ford to Reynolds, the above 
specifications for one or more such alloys may be changed from time to time so 
as to increase, decrease or otherwise add to the various elements (practicable 
for alloying in the aluminum process) and percentages thereof; provided, how- 
ever, that Reynolds shall not be required to increase the percentage of aluminum 
beyond 99.30% nor to decrease the percentage of iron to less than 30% nor 
to eliminate or reduce the trace elements ordinarily resulting from normal com- 
mercial production of the material, nor to add any magnesium or any material 
that is not practicable for addition to the material in Reynolds’ reduction pots. 
If it would not be practical to change the specifications as requested within the 
time limit provided by the notice, the parties shall in good faith discuss and 
extend the notice period by mutual! agreement in each instance so that the speci- 
fications will be changed at the earliest practical time. Reynolds shall not be 
required to change the specifications of any portion of metal quantity actually 
in the pots unless Reynolds consents to do so. In changing from one specification 
to another the precise percentages of the various elements will vary, and Ford 
shall purchase the material produced during such transition periods even though 
such material does not conform to either the previous or the changed specifica- 
tions and the provisions of subparagraph 3 (b) above shall not apply with re- 
spect to the material produced during such transition periods; provided, how- 
ever, that Ford shall be required to purchase such material (and the provisions 
of such subparagraph shall not apply) only if the variation in the percentage of 
the various elements results solely from the transition in the aluminum process 
from one specification to another. 

4. Price. (a) The price, f. 0. b. (Ford’s receptacles) at the Kentucky Re- 
duction Plant, of molten metal delivered hereunder shall be computed in ac- 
cordance with the following formula: 

(i) List Price of 99 Plus Pig (The List Price of 99 Plus Pig per pound 
shall be the average such price for delivery to customer’s destination, for 
the month preceding the month in which deliveries of molten metal are 
made, as quoted in the American Metal Market, or as quoted in a com- 
parable trade publication in the event quotations in the American Metal 
Market cease to be available; provided, however, that if at any time such 
quoted price exceeds the generally prevailing market price of 99 Plus Pig 
delivered at the Kentucky Reduction Plant, (or if such price ceases to be 
quoted in the American Metal Market and all comparable trade publica- 
tions) such market price shall be used in computing the price of molten 
metal delivered hereunder for so long as it is less than such quoted price 
(or for so long as such price ceases so to be quoted) ) ; minus 

(ii) Freight Factor (The Freight Factor shall be the average freight 
cost per pound incurred by Reynolds with respect to all shipments and de- 
liveries of aluminum pig during the calendar quarter preceding the quar- 
ter in which deliveries of molten metal are made; such average freight 
cost shall be computed quarterly, using all shipments and deliveries of 
aluminum pig by Reynolds, including shipments and deliveries between 
Reynolds’ plants (except for deliveries between Reynolds’ plants on which 
no freight cost is incurred) and shipments and deliveries to all other par- 
ties and including the aluminum pig delivered to Ford under this Agree- 
ment, during such quarter. No change shall be made in the Freight Fac- 
tor then currently being used unless such quarterly computation shows a 
change of at least $0.0005 per pound (or unless such quarterly computa- 
tion, when added to a quarterly computation for a prior quarter that was 
not adjusted for, shows a change of at least $0.0005 per pound) in average 
freight cost from that which was used to establish the Freight Factor then 
being used, but in the event of such a change of at least $0.0005 per pound, 
the Freight Factor shall be adjusted for subsequent deliveries of molten 
metal to reflect the full amount of such change in such average freight 
cost (such change to be effective on the first day of the second month of 
the quarter following the quarter with respect to which the adjustment 
is computed) and, es so adjusted, shall continue in effect until the effec- 
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tive date of the next subsequent change of at least $0.0005 per pound in 
such average freight cost, and so on with such quarterly computations and 
adjustments being continued in the same manner through the term of this 
Agreement) ; minus 

(iii) Ten Percent (10%) of the remainder left after subtracting (ii) 
above from (i) above; multiplied by 

(iv) Percentage of Aluminum Content (The dollar amount determined 
by the computations in (i), (ii) and (iii) above shall be reduced to a per- 
centage thereof equivalent to the percentage of aluminum content con- 
tained in the molten metal involved by multiplying such amount by such 
percentage of aluminum content): plus 

(v) Cost of Other Elements (The Cost of Other Elements) contained 
in a pound of molten metal shall be determined by multiplying the re- 
spective percentages of all other elements (other than aluminum) con- 
tained in such pound of molten metal invoived by the actual average cost 
per pound to Reynolds of such material delivered at the Kentucky Re- 
duction Plant for alloying purposes during the last full calendar month 
preceding the month in which delivery is made of the molten metal in- 
volved; provided, however, that Reynolds shall purchase such other ele- 
ments from such sources, in such quantities, and in such forms as to ob- 
tain the lowest price reasonably possible; and provided further, that the 
quantity of trace elements and iron contained in the molten metal as a 
result of routine production operations (as distinguished from any quantity 
of such elements that might be added for alloying purposes) shall be dis- 
regarded in determining the “Cost of Other Elements” and shall be con- 
sidered as included in and a part of the percentage of aluminum contained 
in the molten metal. The total amount of the cost of all other elements 
as determined herein shall be added to the amount resulting from the 
computations under (i), (ii), (iii) and (iv) above and the result of such 
addition shall be the price per pound of the molten metal delivered 
hereunder. 


Ezample using hypothetical figures of determining price per pound of molten 
metal containing only 89% aluminum (including trace elements and iron) and 
11% silicon: 


Per lb. 
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NTT TT Te en eee ncn ie hpaieiese eins exenena page seesocion 0.007655 
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NN een ee at mia 0.021735 
0.195610 
eee Gy TeV) eroerinine Oe ee 89% 
ee usutinemmentpdeiouiniecerndann 0.174093 
plus (v) cost of Silicon (11% of $0.178525 market price per lb.)_... 0.019638 
Equals Molten Metal Delivered Price_...._._________________ 0.193731 


(b) The price of aluminum pig purchased by Ford hereunder shall be Reyn- 
olds’ standard list price (and shipping and delivery terms and freight al- 
lowances) prevailing at the time of each respective delivery of aluminum pig 
for the aluminum or aluminum alloy pig involved; provided, however, that such 
price shall not exceed the generally prevailing market price of comparable 
aluminum pig. 

5. Payment. Invoices received by Ford after the last day of each month 
and prior to the 16th day of the following month covering molten metal and 
aluminum pig purchased by Ford hereunder shall be paid on or before the last 
day of such following month. Invoices received by Ford after the 15th day of 
each month and prior to the first day of the following month covering molten 
metal and aluminum pig purchased by Ford hereunder shall be paid on or 
before the 15th day of such following month. Such invoices shall contain 
such information and supporting data as Ford may specify from time to time. 
Reynolds may present such invoices to Ford and receive payment as above 
provided on the basis of the last previously computed price for the material 
delivered, but whenever under the terms of this Agreement such invoiced price 
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should have been recomputed and adjusted with respect to such deliveries 
(except for price adjustments pursuant to Paragraph 4 (a) (ii) hereof) 
Reynolds shall, within 60 days after each such delivery, present an adjustment 
invoice to correct such prices to the amounts specified by this Agreement. 
Amounts, if any, due to Reynolds under such adjustment invoices shall be 
paid by Ford within 15 days after receipt of the adjustment invoice. Amounts, 
if any, due to Ford under such adjustment invoices shall be paid by Reynolds 
or credited to Ford’s account at the time of presentation of the adjustment 
invoice. 

6. Delivery Point. The molten metal shall be delivered to Ford at the Ken- 
tucky Reduction Plant by pouring the same from Reynolds’ crucibles into 
receptacles furnished by Ford, which shall be capable of holding not less than 
4000 pounds each of molten metal, and by placing such receptacles on ve- 
hicles provided by Ford. Ford shall provide Reynolds with sufficient receptacles 
to receive the molten metal at the delivery rate specified in this Agreement, 
such receptacles to be made available by Ford at points designated by Reyn- 
olds accessible to Reynolds’ pot room cranes and/or handling equipment. 
Receptacles shall be filled promptly by Reynolds. Filled receptacles shall be 
loaded promptly by Reynolds on vehicles provided by Ford, which vehicles 
shall be removed promptly by Ford. Title to the molten metal shall pass from 
Reynolds to Ford at the point and time of pouring the same into Ford’s 
receptacles. 

7. Delivery Period. The delivery period under this Agreement with respect 
to molten metal shall commence on September 1, 1957, and continue thereafter 
throughout the term of this Agreement; provided, however, that: 

(a) The aggregate yearly quantity of molten metal specified in Paragraph 2 
(a) above shall, with respect to any period covered by the delivery period prior 
to September 1, 1958, be reduced by 25% thereof; and 

(b) If for any reason the Kentucky Reduction Plant is not, at the commence- 
ment of the delivery period, ready and capable of production of the yearly 
quantity of molten metal specified in Paragraph 2 (a) above minus 25% thereof, 
then Reynolds, if so requested by Ford, shall supply the remaining portion of 
such reduced yearly quantity in the form of aluminum pig from some of its 
other aluminum reduction plants (at the price and on the terms specified in 
Paragraph 4 (b) above). Aluminum pig supplied by Reynolds from such other 
plants shall be applied against the quantity of molten metal that Ford is obli- 
gated to purchase from Reynolds under Paragraph 2 above and subparagraph 
(a) above. 

8. Delivery Rate. (a) It is contemplated that molten metal sold by Reynolds 
and purchased by Ford hereunder will normally be produced in an assigned 
portion of the Kentucky Reduction Plant in order (i) to avoid contamination 
that otherwise might result in the pots and (ii) to enable Reynolds to accom- 
plish alloying to Ford’s specifications in the pots. Such assigned portion of 
the plant will operate on a continuous basis. 

(b) Therefore, subject to the provisions of Paragraph 12 hereof, Ford shall 
accept deliveries of molten metal hereunder each and every day during the de- 
livery period, including Saturdays, Sundays and holidays, on a 24-hour basis, at 
the times during the days and in the quantities as determined by Reynolds in 
its discretion; provided, however, that the maximum daily quantity to be de- 
livered shall not be greater than an amount computed on the basis of the aggre- 
gate yearly quantity applicable at time of delivery divided by the number of 
days in the respective delivery year, plus 2% of such daily amount; provided, 
further, that the minimum daily quantity to be delivered shall not be less than 
a2 amount so computed (not including such 2% additive amount), minus 2% 
of such daily amount. Daily delivery for any partial calendar year in the de- 
livery period shall be computed in like manner in respect to the number of 
days in that partial calendar year. The daily percentage tolerances of 2% 
shall not be deemed to increase or decrease the aggregate yearly quantity spec- 
ified in Paragraphs 2 and 7 above. If Ford, by at least 72 hours’ written 
notice, notifies Reynolds that it does not desire to receive as molten metal the 
total amount to be delivered on any day or days, the quantity of molten metal 
shall be reduced pro tanto and the amount of aluminum pig shall be correspond- 
ingly increased pursuant to Paragraph 2 (c) and other applicable provisions 
of this Agreement. 

9. Patents. (a) Reynolds guarantees that the sale to Ford of molten metal 
ind aluminum pig conforming in the case of each such different material with 
the specifications set forth in Paragraph 3 (a) hereof or Reynolds’ processing 
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of either such material will not infringe any United States Letters Patent and 
Reynolds agrees to defend, protect and save harmless Ford, its successors and 
assigns, from all damages for actual or alleged infringement of any patent by 
reason of Reynolds’ processing and subsequent sale of either such material to 
be delivered hereunder. 

(b) In the event of a change in specifications of any alloy pursuant to Para- 
graph 3 (c) hereof, the guarantee and indemnification in subparagraph (a) 
shall be applicable to such alloy to the extent, and only to the extent, that the 
patent or patents infringed read upon one or more of the alloys having the 
specifications set forth in Paragraph 3 (a). If in Reynolds’ opinion any 
request made by Ford pursuant to Paragraph 3 (c) hereof for a change in 
specifications of an alloy would result in or have the effect of causing Reynolds 
to infringe any other patent, Reynolds may refuse to make such change unless 
Ford agrees to defend, protect and save harmless Reynolds against all damages 
for actual or alleged infringement of any such patent by reason of Reynolds’ 
processing and sale of the alloy made according to such changed specifications, 

(c) Reynolds shall not assert against Ford any claim based upon patents 
or inventions owned or controlled by Reynolds when such claim relates to the 
processing into castings or alloying of molten metal or aluminum pig purchased 
by Ford under this Agreement. 

(d) In addition to the covenant in subparagraph (c) above, Reynolds agrees 
that in the event it shall have granted, or during the term of this Agreement 
does grant, to any third person a license under any patents owned or controlled 
by it relating to any material (including aluminum products and fabricated 
products as defined in Paragraph 16 hereof) purchased by Ford under this 
Agreement, Reynolds, if so requested by Ford, shall grant to Ford a license 
under such patents on terms not less favorable than the terms upon which 
such license was granted to such third person. 

10. Technological Assistance. Reynolds agrees that when and as requested by 
Ford during the term of this Agreement it shall furnish to Ford at its own 
expense reasonable technological, engineering, processing and manufacturing 
advice, information and assistance relative to the construction and operation by 
Ford of Ford’s aluminum plant and the production, processing and manv- 
facturing of products at such plant; provided, however, that Reynolds shall 
not be required to disclose to Ford any trade secret or other matter or informa- 
tion that Reynolds desires to retain in confidence and: provided further, that 
except as provided in Paragraph 9 (c) above, the rendering of any advice, 
information or assistance by Reynolds to Ford hereunder skall not entitle 
Ford to the use of anything covered by patents owned or controlled by Reynolds. 
It is further understood and agreed that Reynolds, in furnishing such advice, 
information and assistance to Ford, makes no guarautees and shall not be 
responsible or liable for the results obtained and that Ford, in each instance, 
shall decide at its own risk whether, and in what manner, to follow, adopt or 
act in reliance upon the advice, information and assistance furnished by 
Reynolds. 

11. Services Performed by the Parties. Ford and Reynolds each agrees to 
indemnify and protect the other from and against all liability for injuries or 
damages to any person or property that occur as the result of the fault or 
negligence of its employees, agents, servants or representatives while on the 
premises of the other party. Wmployees, agents, servants and representatives 
of either Reynolds or Ford while in the performance of this contract on the 
premises of the other party shall comply with the traffic and safety rules and 
regulations of the party on whose premises they are then located as apply to 
the employees, agents, servants and representatives of the other party. 

12. Excusable Delays. (a) Neither party shall be liable to the other for 
failure to comply with any of its obligations relative to the sale and purchase 
of molten metal and any aluminum pig hereunder when such failure is due to 
any of the following causes or events, whether occurring at or affecting the 
Kentucky Reduction Plant or Ford’s aluminum plant or other plants or opera- 
tions of Reynolds or Ford: acts of God or of a public enemy; acts of any per 
son engaged in subversive activity or sabotage; strikes, slowdowns, lockouts or 
labor stoppages or disputes of any kind; insurrections; riots; fires; storms: 
floods; washouts; civil disturbances; explosions; breakage or accident to 
machinery or equipment; catastrophies; delays of a supplier due to any cause 
or event specified in this Paragraph; inability to obtain the necessary mate 
rial, equipment and machinery for construction, acquisition or establishment 
of the expanded or new and additional facilities required by either party for 
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the performance of such obligations by it hereunder ; interference by or pursuant 
to directives of the state, county, municipal or federal government or any 
agent, agency or department thereof; or withont limiting the foregoing, causes 
or events (whether similar or dissimilar to the foregoing) beyond the control 
and without the fault or negligence of Reynolds or Ford in failing to comply 
with any of such obligations by it hereunder. In the event that Reynolds is 
unable to provide molten metal to Ford due to any excusable delay, as defined 
above, from the Kentucky Reduction Plant, Reynolds agrees, if so requested by 
Ford, to use its best efforts to provide an equivalent quantity of aluminum 
pig to Ford (at the price and on the terms specified in Paragraph 4 (b) above) 
from any of Reynolds’ other aluminum reduction plants. Aluminum pig sup- 
plied by Reynolds pursuant to the next preceding sentence shall be applied 
against the quantity of molten metal that Ford is obligated to purchase from 
Reynolds under this Agreement. 

(b) In the event of the occurrence of any cause or event specified in (a) 
above affecting Reynolds or Ford, the quantity of molten metal that Ford is 
obligated to purchase from Reynolds under this Agreement shall be reduced 
by an amount equal to that which Ford would have purchased during the con- 
tinuance of any such cause or event if such cause or event had not occurred ; 
provided, however, that upon the termination of any such cause or event, Reyn- 
olds, if so requested by Ford, shall use its best efforts to supply such amount 
to Ford. Ford shall be entitled, during any period when Reynolds is unable, 
as the result of the occurrence of any such cause or event, to supply all of the 
molten metal and aluminum pig that it is obligated to supply to Ford under 
this Agreement, to obtain from outside sources the amount of molten metal or 
aluminum pig that Reynolds is unable so to supply. 

13. Certificate of Necessity. It is contemplated that Reynolds may make ap- 
plication to the United States Government for a Certificate of Necessity cover- 
ing all or a part of the cost of constructing the Kentucky Reduction Plant. In 
procuring or attempting to procure such a Certificate of Necessity, Reynolds 
agrees that it will not obligate ur commit itself in any manner to furnish any 
amount of aluminum from such plant to the United States Government or to 
any person designated by it so as to affect in any way the obligations of Reyn- 
olds to Ford hereunder. 

14. The Kentucky Reduction Plant. Reynolds shall construct the Kentucky 
Reduction Plant at a site in Kentucky to be selected by Reynolds in its dis- 
cretion. Reynolds shall use its best efforts to complete such plant and to have 
it ready for full operation by not later than September 1, 1957. Reynolds shall 
construct and maintain at its own expense roadways on its plant site so as to 
enable employees, servants, agents and representatives of Ford to have access 
to the Kentucky Reduction Plant to the extent necessary for Ford to perform 
its obligations under this agreement. Reynolds shall grant to Ford permis- 
sion to construct and operate on the premises of the Kentucky Reduction Plant, 
in addition to roadways that Reynolds is obligated to construct and maintain 
at its own expense under the preceding sentence to enable Ford to perform 
its obligations under this agreement, such additional roadways and railroads, 
conveyors and/or material handling systems as are deemed by Ford to be de- 
sirable. In designing the physical layout of the Kentucky Reduction Plant, Reyn- 
olds shall confer with Ford and the parties shall coordinate the physical lay- 
out designs with Ford’s plans for such additional roadways and railroads, con- 
veyors and/or material handling systems. It is understood, however, that 
such roadways and additional roadways and railroads, conveyors and/or han- 
dling systems shall be so located as not unreasonably to interfere with Reyn- 
olds’ operations at the Kentucky Reduction Plant. Reynolds shall notify 
Ford in writing of the precise site of its proposed Kentucky Reduction Plant 
within 30 days after the date first above written. If Ford desires to acquire 
any portion of the land included in the Kentucky Reduction Plant premises 
it shall so notify Reynolds in writing within 15 days after receipt of Reynolds’ 
notice of the precise site. In such case, Reynolds agrees to convey to Ford a 
portion of the premises, not exceeding 150 acres, subject to the mutual con- 
sent of Ford and Reynolds as to the precise location of the tract and subject 
to Reynolds’ ability to obtain any necessary consents and releases from holders 
of liens or mortgages on such tract. If Ford elects to purchase a tract of land 
from Reynolds, and if Reynolds and Ford fail to agree on or before December 
15, 1955, upon the precise location of such tract or if Reynolds is unable to 
obtain such consents and releases on or before January 1, 1956 (or any ex- 
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tension thereof established by mutual agreement between Ford and Reynolds), 
this Agreement thereupon shall terminate in full without any obligation re- 
maining on either party. Reynolds shall not be required to convey such tract 
by a conveyance containing covenants or warranties except such as Reynolds 
has received from its grantor, and the title granted to Ford to such tract shall 
be subject to the same easements and restrictions as the title granted to Reyn- 
olds. If such tract of land is sold to Ford, the purchase price therefor shall 
be either (a) the same cost per acre as Reynolds incurred to acquire such 
land, or (b) the appraised value thereof as appraised pursuant to the provisions 
of Section 8.03 of the Indenture of Mortgage and Deed of Trust dated June 1, 
1955, from Reynolds and certain of its subsidiaries to Manufacturers Trust 
Company and A. F. Keuthen as Trustees, whichever amount is the greater, 
plus all necessary documentary stamps, taxes and closing costs on such con- 
veyance to Ford. Although the Kentucky Reduction Plant is to be constructed 
by Reynolds for the primary purpose of complying with its delivery obligations 
hereunder, no restriction is imposed or implied by this Agreement on Reynolds’ 


right to operate and manage the plant in the manner determined by Reynolds ' 


and to sell or dispose of in any manner and to any parties it desires such 
quantity of the products of such plant, including molten metal, as Reynolds is 
not specifically required to deliver to Ford hereunder. 

15. Financing. Reynolds shall, promptly after the execution of this Agree 
ment, use its best efforts to attempt to borrow the necessary funds for the con- 
struction of a 200,000,000 pound per year aluminum reduction plant together 
with the related facilities and working capital requirements, the amount of such 
funds being estimated to be $160,000,000. All of Reynolds’ and Ford’s obli- 
gations hereunder are contingent upon and subject to the condition precedent 
of Reynolds’ ability to complete such financing on terms satisfactory to creditors 
of Reynolds as to whom Reynolds is committed at the time of such borrowing 
to obtain approval of such borrowing. If Reynolds is unable so to complete 
such financing on such satisfactory terms on or before January 1, 1956, it shall 
so notify Ford in writing on or before such date and upon such notice this 
Agreement shall terminate in full without any obligation remaining on either 
party. If such written notice is not given within the time aforesaid (or any 
extension thereof established by mutual agreement between Ford and Reynolds), 
such condition precedent to the obligations of the parties thereby shall be 
deemed waived. 

16. Aluminum Products and Fabricated Products. (a) During each calendar 
year covered by the term of this Agreement, commencing with the year 1957, 
Ford shall give Reynolds the opportunity to supply to Ford not less than 39% 
of the aggregate dollar volume of aluminum products, as defined below, cov- 
ered by purchase orders placed by Ford with outside persons, including Reyn- 
olds, during such year, provided Reynolds is competitive on the particular item 
or items of aluminum products involved. The selection of items comprised in 
the 30% of aggregate dollar purchases of aluminum products, and the percent- 
age of Ford’s requirements of each item (which may be more or less than 30% 
of a particular item), that Reynolds is given the opportunity to supply shall be 
determined by Ford, but shall be done upon as equitable a basis as is reason- 
ably practicable. As used in this Paragraph, the term “aluminum products” 
shall mean aluminum or aluminam alloy in the form of sheet, bars, rod, coils, 
extrusions, foil, wire, cable, powder, or paste purchased by Ford for use in 
the production of automobiles, trucks, or tractors. As used in this Paragraph, 
the term “competitive” shall mean that the offer of the prospective seller to sell 
is as good as or better than that of competing sellers with respect to price, 
quality, delivery terms, the cost to Ford of related special tooling, and other 
terms and conditions of sale. 

(b) During each calendar year covered by the term of this agreement, com- 
mencing with the year 1957, Ford shall give Reynolds an opportunity to supply 
to Ford not less than 30% of the aggregate dollar volume of fabricated products, 
as defined below, covered by purchase orders placed by Ford with outside per- 
sons, including Reynolds, during such year, provided Reynolds is competitive 
on the particular item or items of fabricated products involved. The selection 
of the items comprised in the 30% of aggregate dollar purchases of fabricated 
products, and the percentage of Ford’s requirements of each item (which may 
be more or less than 30% of a particular item), that Reynolds is given the 
opportunity to supply shall be determined by Ford, but shall be done upon as 
equitable a basis as is reasonably practicable. As used in this Paragraph, the 
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term “fabricated products” shall mean parts or assemblies purchased by Ford 
in such form for use in the production of automobiles, trucks, or tractors, that 
are fabricated substantially completely from aluminum products, exclusive, 
however, of castings and assemblies made substantially from aluminum castings 
and exclusive of parts or assemblies that cannot be manufactured or sold by 
Reynolds without infringing the patents or other rights of third persons. 

(c) The aggregate dollar volume referred to in this Paragraph shall be 
determined by Ford upon the basis of an estimate made by it in good faith at 
the time each purchase order is placed with an outside person, including Reyn- 
olds, such estimate to be based upon Ford’s then current practice in determin- 
ing maximum requirements for procurement purposes. 

(d) From time to time, Ford shall notify Reynolds in writing of the quantity, 
specifications, and desired delivery dates of the particular item or items of 
aluminum products and fabricated products, and the percentages thereof, that 
Ford is giving Reynolds an opportunity to supply in accordance with subpara- 
graphs (a) and (b) above. If Reynolds desires to sell to Ford the amount of 
the item or items covered by such notice, it shall, within the time limit specified 
in such notice, submit to Ford a quotation in writing with respect thereto. If 
Reynolds’ quotation is competitive, Ford thereupon shall issue to Reynolds, 
and Reynolds shall accept, a purchase order, in the form of any of the purchase 
orders attached hereto designated as Exhibits A through E (as such purchase 
orders are revised in certain respects in the manner described in the list at- 
tached hereto designated as Exhibit F), covering the item or items involved ; 
provided, however, that Ford in no event shall be required to issue purchase 
orders to Reynolds for more than 30% of the aggregate dollar volume of alumi- 
num products nor for more than 30% of the aggregate dollar volume of fabri- 
cated products covered by all purchase orders placed by Ford with outside 
persons, including Reynolds, during the year involved. If special tools are 
required to produce the item or items covered by any such purchase order, and 
if Ford agrees to pay for such special tooling, Ford shall issue to Reynolds, 
and Reynolds shall accept, a purchase order, in the form of the purchase order 
attached hereto designated as Exhibit G (as such purchase order is revised 
in certain respects in the manner described in the list attached hereto designated 
as Exhibit F), covering the item or items of special tooling involved. Any 
failure by Reynolds to submit to Ford, within the aforesaid time limit, such 
a quotation (or in the event Reynolds submits such a quotation and such quota- 
tion is not competitive) shall be deemed to be an election by Reynolds to refuse 
to supply the aluminum products or fabricated products covered by Ford’s notice, 
and the percentage of aluminum products or fabricated products referred to in 
this Paragraph shall be reduced pro tanto for the year involved. 

(e) In the event Reynolds fails to submit such a quotation to Ford within such 
time limit, or in the event Reynolds submits such a quotation to Ford and such 
quotation is not competitive, Ford shall have an option (up to the 30% aggre- 
gate dollar volume amount referred to in subparagraphs (a) and (b) above) to 
require Reynolds to sell to Ford the item or items covered by the applicable writ- 
ten notice given Reynolds by Ford pursuant to subparagraph (d) above; provided, 
however, that (i) Reynolds shall not be required to sell to Ford any item that it 
is not then able to manufacture within the time designated by Ford, (ii) notwith- 
standing the provisions of the next succeeding sentence of this subparagraph, 
Reynolds shall not be required to sell to Ford (1) any item of aluminum products, 
as defined in subparagraph (a) above, at a price that is less than the price of 
such item as then quoted in the American Metal Market, or as then quoted in a 
comparable trade publication in the event quotations in the American Metal Mar- 
ket cease to be available, except that if at any time such quoted price exceeds the 
generally prevailing market price for such item (or if such price ceases to be 
quoted in the American Metal Market and all comparable trade publications), 
such market price shall be used in determining the price of such items below 
which Reynolds is not required to sell for so long as such market price is less 
than such quoted price (or for so long as such price ceases to be quoted), and 
(2) any item of fabricated products, as defined in subparagraph (b) above, ata 
price that Reynolds determines, on the basis of generally accepted accounting 
practices, to be less than the cost to it of manufacturing such item (with the 
aluminum content of such item computed, in determining such cost, in the manner 
described in clause (1) above), and (iii) Reynolds shall not be required to sell 
to Ford, during any calendar year, an amount, in pounds, of each of the types of 
aluminum products referred to in subparagraph (a) above, or an amount, in 
pounds, of all fabricated products in the aggregate, that exceeds the greater of 
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(1) an amount that bears the same ratio to the number of pounds of the type of 


aluminum products or all fabricated products, as applicable, produced by Rey- 


nolds for all of its customers (including Ford) during the preceding calendar 


year as the ratio that the number of pounds of molten metal and aluminum pig 
that Ford is obligated to purchase from Reynolds under this Agreement during 
such preceding calendar year (except that for purposes of this formula, the num- 
ber of pounds of molten metal and aluminum pig that Ford is obligated to pur- 
chase from Reynolds under this Agreement for the years 1957 and 1958 shall be 
deemed to be 48,000,000 pounds) bears to the number of pounds of aluminum 
produced by Reynolds at all of its aluminum reduction plants during such pre- 


ceding calendar year, or (2) an amount equal to the number of pounds of the type 


of aluminum products or all fabricated products, as applicable, purchased by Ford 
from Reynolds during such preceding calendar year. If Ford elects to exercise 
such option, Ford and Reynolds promptly shall determine by mutual agreement 
the price to be charged by Reynolds and paid by Ford for the item or items in- 
volved; provided, however, that if Ford and Reynolds fail to agree upon such 
price, the price shall be the price of comparable products in similar quantities 
from competing sellers, giving due consideration to quality, delivery terms the cost 
to Ford of related special tooling, and other terms and conditions of sale. When 
such price is determined (by mutual agreement or otherwise as provided in this 
subparagraph), Ford thereupon shall issue to Reynolds, and Reynolds shall ac- 
cept, a purchase order, in the form of any of the purchase orders attached hereto 
designated as Exhibits A through E (as such purchase orders are revised in 
certain respects in the manner described in the list attached hereto designated 
as Exhibit F), covering the item or items involved. If special tools are required 
to produce the item or items covered by any such purchase order, and if Ford 
agrees to pay for such special tooling, Ford shall issue to Reynolds, and Reynolds 
shall accept, a purchase order, in the form of the purchase order attached hereto 
designated as Exhibit G (as such purchase order is revised in certain respects 
in the manner described in the list attached hereto designated as Exhibit F), 
covering the item or items of special tooling involved. In any case where Rey- 
nolds shall have determined, pursuant to this subparagraph, that the cost to it of 
manufacturing an item of fabricated products is more than the price of such item, 
it shall furnish to Ford, if so requested, a certified statement of its public account- 
ants to that effect. 

(f) This Paragraph shall apply to purchase orders issued by Ford on and 
after January 1, 1957, and prior to the date on which this Agreement shall end 
or terminate for any reason pursuant to the provisions hereof. 

(g) Notwithstanding the printed terms and conditions on a purchase order 
issued by Ford to Reynolds and any acknowledgment form issued by Reynolds 
to Ford, each purchase order issued by Ford to Reynolds pursuant to this 
Agreement shall be deemed to be in the form of the corresponding purchase 
order attached hereto designated as Exhibit A through E or Exhibit G (as such 
corresponding purchase order is revised in certain respects in the manner de- 
scribed in the list attached hereto designated as Exhibit F). 

17. Assignment. Except as otherwise provided herein, neither party shall 
delegate its obligations under this Agreement in whole or in part without the 
written consent of the other party. 

18. Government Contracts. If at any time Ford shall notify Reynolds that 
any of the material to be purchased hereunder will be used by Ford in the per- 
formance of United States Government contracts which would require (in 
addition to the terms hereof) the inclusion of conditions specified by the Gov- 
ernment in the agreement under which Ford acquires such quantity of material, 
then Reynolds and Ford shall negotiate an agreement applicable to the quan- 
tity of material so involved containing such provisions as may be required by 
the then current applicable Federal rules and regulations for inclusion in sub- 
contracts of this character under Government prime contracts. 

19. Waiver. No waiver by either party of any breach hereof committed by 
the other party shall constitute a waiver of any other breach, whether of simi- 
lar or different character, and no such waiver shall constitute a continuing 
waiver of any subsequent breach or breaches of the provisions of this Agree- 
ment, whether of similar or different character. 

20. Remedies and Non-Modification. (a) The remedies specified in this 
Agreement shall be cumulative and additional to any other or further remedies 
provided in law or equity. 

(b) This contract contains the complete and final agreement between Rey- 
nolds and Ford relative to the subject matter hereof, and no agreement or other 
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understanding in any way purporting to modify the terms and conditions hereof 
shall be binding unless made in writing and signed by both parties. 

21. Fair Labor Standards Act. Reynolds guarantees that it will comply with 
the requirements of the Fair Labor Standards Act of 1938, as amended, in 
producing molten metal and/or aluminum pig to be sold hereunder. All in- 
voices shall contain an assurance in substantially the following form: 


“Reynolds represents that it has complied with the Fair Labor Standards 
Act of 1988, as amended, in producing the goods covered by this invoice.’ 


22. Governing Law. This Agreement has been made in and shall be construed, 
interpreted, and applied in accordance with the laws of the state of Michigan. 

23. Term. (a) The term of this Agreement shall commence as of the date 
first above written and, unless sooner terminated pursuant to the above provi- 
sions hereof, shall continue in full force and effect until the end of calendar year 
1967. 

(b) Ford may, at its option, extend the term of this Agreement for a period 
of five calendar years beyond the end of calendar year 1967 by giving written 
notice of such extension to Reynolds not later than December 31, 1964. If such 
extension notice is given, this Agreement shall continue in full force and effect 
until the end of the extended period and thereafter until terminated, (either as 
of the end of the extended period or as of the end of any calendar year sub- 
sequent thereto), by either party upon at least one year’s advance written 
notice to the other party. 

24. Notices. (a) Every notice required to be given under this Agreement 
shall be in writing and shall be mailed or delivered to the other party at the 
following addresses: 

Notices by Ford to Reynolds under Paragraphs 2, 3 and 8 given on and after 
September 1, 1957: 

Plant Manager 

Kentucky Reduction Plant 
Reynolds Metals Company 
Henderson, Kentucky 


All other notices by Ford to Reynolds: 
Vice President-Sales 
Reynolds Metals Company 
2500 South 3rd Street 
Louisville, Kentucky 
Notices by Reynolds to Ford: 
Director of Purchasing 
Ford Motor Company 
3000 Schaefer Road 
Dearborn, Michigan 


(b) Hither party by notice to the other may designate a different address 
to which notices shall be mailed or delivered. 

In Witness WHEREOF, each of the parties hereto by its duly authorized 
officers has caused this Agreement to be executed as of the 7th day of November, 
1955. 

REYNOLDS METALS COMPANY 
By Davin P. REYNOLDs, 
Vice President. 


Attest: 
Frep R. EpNey, 
Ass’t. Secretary. 
Forp Motor CoMPANY 
By D. 8S. HARDER, 
Ewvecutive Vice President. 
Attest: 


C. J. TELBRATH, 
Secretary. 
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ExHIBIT B 
FORD DIVISION 
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* fate uniess such fo'luve is due to couses beyond 


ESAT Seserte month” st 


accounting location covering inv 
GENERAL 


provrtion, of Porcgrath 





the port of Seiler, or such Mallure on the port of Buyer, ore due to (1) 
3. ACCEPTANCE —Uniows stherwisa provided herein. the ecceptence by of God of of o public . (2)_acts of the Government of the United 
this purchase order or wort or the f or per- Stotes or ony stote or ical subdivision thereof, (3) acts of ony person 
ey fone Sameate ty Se (ine! cauet ae Mae po eg AR Re (4) fires, foods, explosions or 
—~ work or reper enae Pa e''eg ony Swoon, wel dor and of gor ip other SS. 15) s ond enon restrictions, (6) strikes, 
Seller of tits purchase ond ¢ o- staged any hind, 1 eight castor ye 
= ye a: 19) delays of o supplier due to such 





ee 
6 MATERIALS, FA FABRICATION, AND PAB cnet ~ ~~ rot ond the foult ar negiig—nay of 
To a pkcoy kt aaolen ar ASS Serene eae 
SS. Shin. papane.cndiy,_2t-penenae amy oo sondess pomundntee ete . 
of the moteriols matertols maured in in théir fabrication, or stp any of such supplies to ) In the event f 
Buyer, except to the extent authorized in written Instruct furnished to corvieus hardundes 104 =, afoue by. Setter p demising. supe a ee 
Setier by Guyer. Buyer Kove no romporaibiity tor supplies = wcoster a te) of Paragraph, 8 sholl be ertitied to ebtoin such 
written instruct not been issued excess — es oF services eluewhpre for the duration of such, deloy or detoult ond 
pay Buyer for afl pack- to reduce, pto tonto, ond! without any obligation to Buyer, the quantity 
ior emount of supplies or servites ordered from Seller under this purchase order 
“3. CHANGES—(c) Buyer méy of ony time, by auiten: dense enti, aan 
oo AB , Gesigns or specificotidms applicable to the 
‘ } OF services ¢ / this purchose order, (2) the method of Of ship- 
ment of packing, and-(3) the ploce of delivery. 
{bl Hf ony such chonges affect the time for per! , the cost of manu- 
facturing such supplies, Ix cost of furnishi services, Buyer shall 
i 6 apres ps cepa or the delivery schedule, 
; ‘ 


focilities, tools, pgs, dies, fixtures, potterns, and | to. 
Setier by Buyer to perform this purchose order sholl we pee S 
ond Seller snoll beor the risk of loss of and to property, 
normal weer ond teor excepted. Property sholl of all times be properly 
housed ond maintained Seller; sholl be deemed to pay Sat 
rrorkad “Property of Ford or ao ghia ee POt bE commingied 
with the praperty of Seller’ or with that of o third ; sholl not be moved 
from Seller's premises wi s prior written ) Gnd shall, upolt 
request of Buyer, be ely delivered to Buyer Setier, f.0.b. cors or 
trucks of Seller's plont, prbperty pocked and moerked ecren 
requirements of the carrier ed by Buyer to transport 


Buyer sholl hove the righ? to enter onto Seller's premises ot Si eepoeb 
times to imapect such property ond Seller's records with respect . 


15, FAIR LABOR STANDARDS ACT—Seller guorontees thot is yi. geyrely sity 





the requirements of the Phir Lobor Stondords Act of 193) 
@. PATENTS—Selier worronts that (}) the supplies specified herein, ond (2) at 
then sole or use, lone or in combination, occording to Seller's specifications Sy trots 5 all conten the tanenig anerenne ae rt re 
Detonte: ond . saleehtetag ook meee oy yon aaa AA ; oo. “Seller represents it hes complied with the Fair Lobor 
or using ony v's abate egeinst oll judgments, decree cn en Standards Act of 1938, as omended, im producing the supplies 


expenses. resulting from ony alleged infringement, ond agrees thot Seller or performing the services covered by this invoice.’ 
shot! 


ee of Buyer ond at Seller's own expense, defend or assist in 16. REMEDIES—The individuol remedies reserved in this purchase order shall be 
the of amy action which be brought agoinst Buyer or those cumulative ond additional! to ony other or f remedies provided in low 
selling of using any ef Buyer's by cnaten af ary uch alleged oF equity or m this purchote order. No waiver of ony breach of ony provision 
intringement of this purchose order shall constitute o woiver of ony other breach, or of. 

10. TERMINATION OPTION OF BUYER— (0) Performance ef work under this such provision. 
Purchose order be terminoted by Buyer of its option, in whole or in part; 17. MODIFICATION OF purchase ORDER AND NON-ASSIGNMENT—This pu» 
* gt any time by every, or by mailing of a written notice of termination to chase order, together with ony written instructions issued hereunder, conto 
Seller, Buyer shell STP auch ..n of ion Notwithstanding en complete ond final agreement between Buyer ond Seller and no cores 
existence with respect &o Sailer of ony oF couses or events specified if - or other understanding in any way purporting to mocify the terms ond 
Porograph 12 (feneein Oeloys) of thys, purchoge order, . condi "yoreot thoi! binding upon Buyer unless in ond 
(be) After receipt of, of termimotion Setier shall untess otherwise signed > @ufl ized representative. Seller not ate in® 
directed by SE eee ter all work under this purchase orcer Ony Manner to ony other person the performance of any work or - 
end sholl, uniess ‘otherwise direct Buyer, (1) terminote all orders ond ing of any services wnder this purchase order. Soller may assign due 
= Bere oP i relating to the performance of the work sormunated by. the, to, become under this purchgse order; provided, Ved, namewes Buyer 
ion? (2) settle all Claims bri ‘out of Tuch terminstion Mt Be enti to assert against the assignee thereof , cloims, 
ef orders and subcontracts; (3) tronster title deliver to Buyer (i) all ond defenses of every type Tone without lumtation, 1s of setott, 
work which conforms, in quality, to the requirements of this recoupment, and countercloim) egw could ossert Seller, 

order ond does not exceed, in quantity, the omount outhorized for whether ocquired prior or subsequent to such evo 


EXEMPTION CERTIFICATE 
certifies thot it is-c monufocturer or producer of orticles enumeroted in subroction ‘a! of {b) of Section 3403 of Sub- A, “hig | 29 of the 
Revenue Code, and thot it holds  Cornteate of Registry No. 423 issued by the District Director of Internal Revenue'at Cetra, 

it 4s understood, fer all purposes of subsection ‘c) of Section 3403 of Subchcpter A, Chapter 29, of the Interne! Revenue Code, “tliat Wues ory of: tha ports bes 
cassories purchased under this Exemption Certificate are re-old by Buyer othersse than en oF in connection with, or with the sole of. on article enumeri 
in midsection ‘ca! of (ib) of said Section 3403 and monufactured or produced by Bu: then Buyer sholi be considered the monufecturer or producer of the 
ports or aa 80 resold. it is further understood that the frodulent use of this ‘Certificate to secure exemption will subject the guilty parties to the penalties, 
Provided by tow. 
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PURCHASING 
FILES 


MERCURY DIVIGION, FORD MOTOR COMPANY, DETROIT, MICHIGAN, 
SUYER, HEREBY AGREES TO PURCHASE AND RECEIVE, AND 


DELIVERY REQUIRED 










AGREES TO MANUFACTURE, SELL AMO DELIVER SUPPLIES OR SERVICES SPECciIMED 
SUBIECT TO THE TERMS AND CONDITIONS ON THE FACE AND REVERSE SIDE WENEOF 
RR rE 


SHIP TO BILLS OF LADING 
MERCURY DIVISION MARK BILLS OF LADING “SUBJECT TO IN- 


» — SPECTION AT DESTINATION.” MAIL ORIGI- 
NAL TO DESTINATION OF SHIPMENT 








CHARGE AND MAIL INVOICES TO 
MERCURY DIVISION 
FORD MOTOR COMPANY 


es 


TRANSPORTATION ROUTING PAYMENT 











—S << —— a a 
QUANTITY SYMBOL | DESCRIPTION OF BSUPILIES OR SERVICES 
fp a a ee 8 au 
“APPROXIMATELY 
PERCENT 





or BUYERS FE- 
QvUIREMENTS 
THRy 

sue secr re 
PARAGRAPH (6) 
1x ON THE AE- 


ee: s1De oF 


DELIVERIES OF SUPPLIES AGAINST THIS ORDER ARE 
EXEMPT FROM FEDERAL EXCISE TAX. EXEMPTION CER- 
TIFICATE ON REVERSE GIDE HEREOF. 





mb-s078 we MERCURY DIVIGION 
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FORD MOTOR COMPANY 
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Exurit D 


TRACTOR AND IMPLEMENT DIVISION 
Tera lotr Company, 22 
vi 2701-TVE FER OO ee TE 3611 


PURCHASING riLes 23500 EAST MAPLE ROAD PURCHASE ORDER 
— = = 
TRACTOR AND IMPLEMENT DIVISION, Foss Moros Courant. OATE OF ORDER 


BUYER. HEREBY AGREES TO PURCHASE AND GECEIVE AND 





DELIVERY REQUIRED 


AGREES TO MANUFACTURE, SHA AND DELIVER SUPPLIES OR 
<0 GUBJEST VO THE TERED AND GUNEITIEND G0 THE CASE AND OENEN Olas HeNEEy, 


2598 SE ghesreShdlesets Fesategeeee 


Fr. ‘8 


= 
ee 





ss Sets 2854083 


z 


af $i, 


3 
3 


8 


j 


ets 
fs 


$s ail: 


Ms 


a. 5 
a2? 


i 


I 
? 


Gbberistasze: 


99185—58——-28 



















































































































































































































































































































































































































































10. 


i be added to Seller's @8 @ seporcte 
item ond the rece:ted freight bill sholl be attached thereto. 
(d) Unitess otherwise provided in this purchose order, no chorge shall be 
SO LT CON, ON, CG, SONG, SY VEEN 
PACKING SLIPS, BHLLS OF LADING, AND INVOICES—(a) Each Packing 
, Bilt of Loading, and Invoice sholl bear the applicable purchase order 
murmber ond the location of the piont to which supplies ore to be shipped. 
(b) A numbered Master Packing Slip shall accompany each . 
less thon o corioad is being shipped, the slip sholl be included in one of 
the pockoges which sholl be morked “Pocking Slip inside.” In the cose of 
© corload shipment the Sip shail be inciosed in on unsecied envelope and 
tocked neor the door on the inside of the freight cor. 

(c) Uniess otherwise provided in this 
mitted os directed on the applicable 
overs SHIPMENTS—If Buyer finds it necessory to require 


$ 


STATEMENTS—Scporote monthly stoternents must be rendered promptly to 
eoch accounting ‘ocetien covering smveices poyabie by thot location. 


GENERAL 


. ACCEPTANCE—Uniess otherwise provided herein, the written occeptonce by 


Seller of this purchase order or the commencement of any work or the per- 
formonce of ony services mereunder by Sel.er (emiucing the commencement 
of ony work of the performonce of ony services with respect to sompies) 
sholi constitute acceptonce by Seller of this purchose order and of oil of its 
terms ond conditions 


. MATERIALS, FABRICATION, AND SHIPPING RELEASES—Unioss specific 


shipping aastructions ore provided in this purchase orcer, Seller sholl not 
fobrice*e ony of the es covered by this purchase order, or procure any 
of the motenols requi im their fabrication, or ship ony of such supplies to 
Buyer, except to the extent authorized in written instructions furnished to 
Seller by Buyer. Buyer sholl hove no responsibility for supplies for which 
such written instructions hove not been issued. Shipments in excess of 
those outhorized moy be returned to Seller ond Seller shall pay Buyer for 
oli pocking, hondiing, sorting, and tronsportotion expences meurred in 
commection with such shipments. Buyer moy from time to time change 
shipprg schedules specified im this purchase order or contoined in such 
written mmstructions er direct temporory suspension of such scheduled 
shipments 


. INSPECTION—Al! supplies sholl be subject to inspection at destination. In 


cose ony supplies ore defective in moteriol or workmanship, or otherwise foi! 
to meet the requirements of this purchose order, Buyer shall hove the right 
to reject or to retoin and correct such supplies. Rejected supplies will be 
returned to Seller ot Seller's risk for credit and Seller sholl poy Euyer for oll 
pocking, hendiing, sorting, ond tron tation expenses incurred im con- 
nection with the rerect suppl-es. ter shall poy Buyer for expenses 
incurred in correcting defective supplies 


. WARRANTY—Selier worrants thot the supplies covered by this purchose 


order will conform to the specifications, Growings, somples, or other des- 
crption furnished or specified by Buyer, ond will be fit ond sufficient for 
the purpose intended, merchontoble, of good moterio! ond workmanship, 
ond free trom defect. in cose ony supplies do not conform to ail of the 
worront:es contained im this Poragroph. or implied by low, Buyer shall hove 
the mght to reyed or to retain ond correct such supplies. Rejected 4 
will be returned to Seller ot Seller's risk for credit and Seller shol! poy 
for of} pecking, hondling, sorting, ond tronsportation expenses incurred in 
connection with the reyected supplies. Seller sholl poy Buyer for expenses 
incurred in correcting defective supplies. The worronties ond remedies 
Provided tor im this Paragraph shol! be im addition to the remedies provided 
for in Paragroph 7 (inspection) of this purchose order ond shall exist not- 
withstonding the ‘occeptonce by Buyer of all or o port of the supplies with 
respect to which such worranties ond remedies ore applicable 
PATENTS—Seller worronts thot (|) the supplies specified herein, and 
(2) thew sole or ase, Slone oF in Combination, occording to Seller's specifi- 
ceptions or recommendetions, if any, will not infringe ony United Stotes or 
foreign potents,; and agrees to indemity ond hold hormiess Buyer and ony- 
one selling of using ony of Buyer's products against all judgments, decrees, 
costs, expenses resulting from ony olleged infringement, ond ogrees 
thot Seller sholl, request of Buyer ond ot Seller's own expense, defend 
Of assist in the defense of ony action which may be brought agoinst Buyer 
or those selling Or using ony of Buyer's products by reason of any such 
olleged infringement 
TERMINATION AT OPTION OF BUYER—‘o) Performance of work under 
this purchase order moy be terminated by Buyer ot its option. in whole or 
im pert, ot ony time by delivery, or by mailing, of o written notice of term- 
notion to Seller. Buyer sholl hove such night of terminotion notwithstand- 
ing the existence with respect to Seller of any of the couses or events speci- 
fred im Porogroph 12 (Excusable Delays) of this purchose order. 
(Db) After receipt of @ notice of termination Seller sholl, uniess otherwise 
erected by Buyer soepnciey Suayinate Ok ween euter eis purchase ender 
ond sholl, uniess otherwise by Buyer, 

(1) terminote ol! orders ond subcontracts relating fo the performance of 

the work termimoted by the notice of termination; 


(2) settle olf cloims orising out of such termination of orders and sub- 
contracts; 


(3) tronster title ond deliver to Buyer (i) ali completed work which con- 
forms, in quolity, to the requirements of this purch-se order ond does not 
@xceed in quantity, the omount authorized fer production by Buyer, and 
‘ul olf resonable quantities of work im process and matericls produced 
or ocquired in 
ore of o type 
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12. 
furs 


16 


' ing supplies for itself or for its other, 
(4) toke all action to pretect property in Seller's ion ins 
On interest. 


or services which h .o been 
voly paid 


exctusive of profit) incurred by Se!'s- oc: 
this purchose order to the extent such costs orc reason. 
ly allocable or apportionoble under 


' 
| 
t 
3 
i 





3 
z 
3 


lormance of this purchase order, ° 
subject to the provisions cf Porazroph 12 (Excurabie Celcy:) of thic pur- 
chase order, may, by delivery, or by mailing, of o written notice of termi- 
motion to Seller terminate tic poriurmence of work under thic purchar> 
order, in whole of in port, ef cct.ve fiiteen da,s after G:).v.ry of m--ung of 
* ce, wiles Seller u.0 |, witiwn such pericd, cure cuch default 
Bi € VELAYS—'a! Set'ar choll not be liebe tor de'ays or clefoults in 
WO crunches oF rervices hereuncer and Buyer shall net be hahie for 
failure to arcept sunplies cr services hereun “or, if such do oF Cofaults 
on the prt of Seller, or suc’) failure on the part of Buyer, is duc to 
(1) acts of God or of o public enemy 
(2) acts of the Governr et of the Un-ted States or any stote cr po’ ti- 
cal subdivision thereof, 
(3) acts of ony person engaged in subver: ve activity or sobotoye, 
{4° fires, Hoods, exr'owens, of other cotastrozhes, 
(5) eodemics and quero-tine restrictions, 
{6) strikes, slowdowns, or lobor stoppages of any kind, 
47) freight emborg-es 
(8) unusually severe wrother 
(9) delays of @ supplier duc te such causes, or : 
(10) cowes beyond the centro! and withsut the fault or ne line res ef 
Setier im furnishing supplies or services hereucder or of Buyer in 
accepting supplies cr cervices herou.s Jer 
(bd) Im the event any deloy or defoult by Seller in furnishing supslecs of 
services hereunder is due to any of the causes or ever's set forth in wb 
Poragraph ica) of this Porogroph, Buyer shail Le enti''ed to obtoin such 
suppies or services elsewhere for the duration cf such doiay or default ond 
to reduce, Uro tanto, and without ony obiigation to Buyer, the quontity or 
@mount of supplies or services ortcred from Se..er under this purchase order 








. CHANGES—‘a! Buyer moy ot ony time, by written change order, moke 


changes in 

{1) the drowings, designs, or szocifications appliccble to the supplies or 

services covered by ths purchose order, 

{2) the method of shy»ment or pocking, and 

(3) the ploce of delivery 
(b) If any such chenges offect the time for performance, the cost of 
monufacturing such supplies, or the cost of furnizhing such vices, Buyer 
sholl moke on equitable adjustment in the purchose price or the delivery 
schedule or both 
CONSIGNED PROPERTY—Uniess otherwise provided in this purchase order 
or in ony other ogreement between Buyer ond Seller, al! supplies, moteriols, 
focilities, tools, jigs, des, fixtures, potterns, ond equipment furnished to 
Seller by Buyer to perform ths purchose order shol!l remoin the property of 
Buyer, and Seller sholl bear the risk of loss of ond damage to such property, 
no-mol weor ond tear excepted. Such property shall of al! times be properly 
housed and mointamned by Seller; shall be deemed to be personcity, shall be 
marked “Property of Ford Motor Company” by Seller; shall not be com- 
mingied with the property of Seller or with thot of a third person; sholl not 
be moved from Seller's premises without Buyer's prior written opprevol; 
and shol!l, upon request of Buyer, be immediotely daiwered to Buyer ty 
Seller, fob. cars or trucks at Seller's plont, properly pocked and morked 
in occordance with the requirement: of the corner selected by Buyer to 
tran:port such property. Buyer shall heve the right to enter onto Seller's 
premises of ol! reasonable times to inspect such property ond Seller's 
records with respect thereto 
FAIR LABOR STANDAROS ACT—Seller guorantees thot it will comply with 
the requirements of the Fair Lobor Stondords Act of 1933, o: amended, in 
producing the supplies or performing the services to be furnished hereunder 
All invoices shall contain the following ossuronce 

“Seller represents thot it has complied with the Fair Lobor Stondords Act 

of 1938, as amended. in producing the supplies or performing the ser- 

vices covered by this invoice.” 
REMEDIES—The individual remedies reserved in this purchase order sholl be 
cumulative and additional to any other or further remedies provicied in low 
or equity or im this purchose order. No waver of ony breach of ony pro- 
vision of this purchose order shal! constitute a waiver of ony other breach, 
or of such provision. 












. MODIFICATION OF PURCHASE ORDER AND NON-ASSIGNMENT 
order, 


purchase y with ony written instructions 

Contains the complete and final agreement between Buyer and Selier 
agreement or other understo in @ny way purporting to modify the 
terms ond conditions thereof sholl be binding upon Buyer uniess mode in 
writing ond signed by Buyer's authorized representotive. Seller shall not 
delegate :n ony monner to any other person the performonce of any work 
or the supplying of ony services under this purchase order. Seller may os- 
ign due and to become due under this purchase order; provided 
however, t! Buyer shol! be entitied to assert agoinst the assignee thereot 
oll mghts, claims, ond defenses of every type (inc without bmitation, 
rights of setoff, recoupment, ond counterciaim) , Buyer could ossert 
agornst Seller; whether ocquired prior or subsequent to such assignment. 
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» been ‘BUYER, HERESY AGREES TO, PURCHASE AND RECEIVE, AND 
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ExHIBIT F 


List OF PURCHASE ORDER REVISIONS 


1. The printed terms and conditions on the reverse side of purchase orders 
constituting Exhibits A through E of this Agreement are revised as follows: 

a. A sentence is added after the second sentence in Paragraph 1 (a) (PaAckK- 
ING, MARKING, AND SHIPPING), as follows: “The preceding sentence shall be 
deemed not to alter or change any applicable freight allowances.” 

b. The words, “unless designed by Buyer”, are added before the words, “will 
be fit and sufficient”, in Paragraph 8 (WARRANTY). 

ce. A clause is added before the words, “and (2) their sale”, in Paragraph 9 
(PATENTS), as follows: “(provided that the supplies are supplies sold by Seller 
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in the ordinary course of its business or are made in accordance with Seller’s 
specifications) .” 

d. A new Paragraph is added, as follows: 

“The total order and each shipment release hereunder for aluminum products 
shall be subject to the tolerance, in yield and quantity, then customary in the 
aluminum industry, unless otherwise agreed upon by Buyer and Seller. There 
shall be no such tolerance for fabricated products, unless otherwise agreed upon 
by Buyer and Seller.” : 

2. The printed terms and conditions on the reverse side of the purchase order 
constituting Exhibit G of this Agreement are revised as follows: 

a. The words, “unless designed by Buyer” are added before the words, “will be 
fit and sufficient”, in Paragraph 8 (Warranty). 

b. A clause is added before the words, “and (2) their sale”, in Paragraph 4 (a) 
(PATENTS), a8 follows: “(provided that the supplies are supplies sold by Seller 
in the ordinary course of its business or are made in accordance with Seller’s 


specifications) .” 
Exureir G 
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AGREEMENT 


THis AGREEMENT made and entered into this 6th day of December, 1955, by 
and between REYNOLDS METALS COMPANY, a corporation organized and existing 
under the laws of the State of Delaware, with its principal place of business 
in Richmond Virginia (hereinafter referred to as Reynolds”), and Forp Moror 
CoMPANY, a corporation organized and existing under the laws of the State of 
Delaware, with its principal place of business in Dearborn, Michigan (herein- 
after referred to as “Ford’’) ; 

WITNESSETH : 

WHEREAS on November 7, 1955, Reynolds and Ford entered into a contract 
(hereinafter referred to as the “Agreement”) relating to the sale by Reynolds 
and the purchase by Ford of virgin aluminum alloys in molten form and cer- 
tain aluminum products and fabricated products, as defined in the Agreement; 
and 

WHEREAS Reynolds and Ford desire to amend the Agreement in certain 
respects ; 

Now, THEREFORE, in consideration of the premises and the mutual promises 
contained herein and contained in the Agreement, each of the parties hereto 
agree as follows: 

1. Subparagraph (a) of Paragraph 7 (Delivery Period) of the Agreement is 
amended to provide as follows: 

“(a) The yearly quantity of molten metal specified in Paragraph 2 (a) above 
shall, with respect to any period covered by the delivery period prior to Septem- 
ber 1, 1958, be the smaller of (i) 48,000,000 pounds, or (ii) an amount equal to 
the actual requirements of Ford’s aluminum plant for molten metal during 
such period; provided, however, that if Ford shall fail to purchase from 
Reynolds during such period an aggregate quantity of 48,000,000 pounds of 
molten metal, Ford, except to the extent that such failure shall have been ex- 
cusable pursuant to the provisions of Paragraph 12 hereof, shall purchase from 
Reynolds at such times and in such quantities as it may determine, and Reyn- 
olds shall sell to. Ford to the extent that it is reasonably able to do so, during 
the balance of the term of this Agreement an aggregate amount of molten metal 
equal to the difference between the amount purchased by Ford during the de- 
livery period prior to September 1, 1958, and 48,000,000 pounds. If Ford shall 
not have purchased such aggregate amount of molten metal from Reynolds 
during the term of this Agreement, Ford shall purchase from Reynolds, and 
Reynolds shall sell to Ford, any remaining balance of such aggregate amount 
immediately following the end of the term of this Agreement, such balance to 
be delivered at the rate of deliveries being made during the period immediately 
preceding the end of such term. 

2. The first sentence of subparagraph (b) of Paragraph 7 (Delivery Period) 
of the Agreement is amended to provide as follows: 

“(b) If for any reason the Kentucky Reduction Plant is not, at the com- 
mencement of the delivery period, ready and capable of production of the yearly 
quantity of molten metal specified in subparagraph (a) above, then Reynolds, 
if so requested by Ford, shall supply the remaining portion of such yearly quan- 
tity in the form of aluminum pig from some of its other aluminum reduction 
plants (at the price and on the terms specified in Paragraph 4 (b) above). 

3. The seventh sentence of Paragraph 14 (The Kentucky Reduction Plant) 
of the Agreement is amended to provide as follows: 

“Reynolds shall notify Ford in writing of the precise site of its proposed 
Kentucky Reduction Plant by not later than January 15, 1956.” 

4. The tenth sentence of Paragraph 14 (The Kentucky Reduction Plant) of 
the Agreement is amended to delete the dates, “December 15, 1955,” and “Jan- 
uary 1, 1956,” therein and to substitute therefor, respectively, the dates, ‘“Feb- 
ruary 1, 1956,” and “February 15, 1956,”. 

5. The third sentence of Paragraph 15 (Financing) of the Agreement is 
amended to delete the date, “January 1, 1956,” therein and to substitute there- 
for the date, “February 15, 1956,”. 

6. Except as hereby amended, all of the provisions of the Agreement shall 
continue in full force and effect for the term thereof. 








i 
| 
| 





ALUMINUM INDUSTRY 433 


IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement 
to be duly executed as of the day and year first above written. 


REYNOLDS METALS COMPANY, 
By Jos. C. McCoNNELL. 


Attest: 
ALLYN DILLARD, Secretary. 
Forp Motor CoMPANy, 
By D.S. Harper. 
Attest: 


C. J. TELBRATH. 


AGREEMENT 


THIS AGREEMENT made and entered into this 10th day of January 1956, by 
and between REYNOLDS METALS COMPANY, a corporation organized and 
existing under the laws of the State of Delaware, with its principal place of 
business in Richmond, Virginia, (hereinafter referred to as “Reynolds”), and 
FORD MOTOR COMPANY, a corporation organized and existing under the laws 
of the State of Delaware, with its principal place of business in Dearborn, 
Michigan, (hereinafter referred to as “Ford”) ; 

WITNESSETH : 

WHEREAS on November 7, 1955, Reynolds and Ford entered into a contract re- 
lating to the sale by Reynolds and the purchase by Ford of virgin aluminum 
alloys in molten form and certain aluminum products and fabricated products, 
as defined in the Agreement ; and 

WHEREAS on December 6, 1955, Reynolds and Ford amended in certain re- 
spects the contract between them (which contract, as thereby amended, is here- 
inafter referred to as the “Agreement” ) ; and 

WHEREAS Reynolds and Ford desire to amend the Agreement to give effect 
to their decision to construct their respective reduction and aluminum plants 
in Alabama rather than in Kentucky, to change the annual quantity of molten 
aluminum that Reynolds is obligated to sell and Ford is obligated to purchase 
under the Agreement, and to revise the Agreement in certain other respects ; 

Now, THEREFORE, in consideration of the premises and the mutual promises 
contained herein and contained in the Agreement, each of the parties hereto 
agrees as follows: 

1. The Agreement is amended to delete the word “Kentucky” wherever it 
appears therein and to substitute therefor the word “Alabama”. 

2. Subparagraph (a) of Paragraph 2 (Quantity) of the Agreement is amended 
to provide as follows: 

“(a) Subject to the provisions of Paragraph 7 (a) hereof the yearly quantity 
of molten metal to be sold by Reynolds and purchased by Ford during each full 
calendar year included in the delivery period of this agreement shall be 
64,000,000 pounds; provided, however, 

“(i) that with respect to any five full-year periods (which need not be 
calendar years), Ford, at any time upon the giving of not less than three 
months’ prior written notice to Reynolds, may elect to increase such yearly 
quantity by an amount equal to not more than 15% thereof (or by an 
amount equal to not more than 15% of the amount of the increased yearly 
quantity resulting from action under Paragraph 2 (d) hereof), and 

“(ii) that with respect to any five full-year periods (which need not be 
calendar years and which may be the same years in which, or years in 
addition to those in which, Ford has elected to take increases under (i) 
above), Ford, at any time upon the giving of not less than three months’ 
prior written notice to Reynolds, may elect to reduce such yearly quantity 
by an amount equal to not more than 10% thereof (or by an amount equal 
to not more than 10% of the increased yearly quantity resulting from action 
under Paragraph 2 (d) hereof) 

effective for at least six (6) months (or longer if so provided in such notice) 
during the year following the expiration of the three months’ period and any 
such increase may be reduced or, if less than 15%, may be further increased, 
and any such decrease may be reduced, or if less than 10%, may be further 
decreased from time to time during the year, subject to the same conditions, 
all increases and decreases expiring on the date specified in such notice unless 
further extended by new notices. If Ford elects to reduce such yearly quantity 
one or more times pursuant to this subparagraph, Ford, except to the extent that 
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it otherwise shall have been excused pursuant to the provisions of Paragraph 
12 hereof, shall purchase from Reynolds, and Reynolds shall sell to Ford, during 
the twelve-month period following the end of the term of this Agreement, an 
aggregate amount of molten metal (in addition to any amount of molten metal 
that Ford shall become obligated to purchase from Reynolds during such period 
pursuant to Paragraph 7 (a) hereof) equal to the amount represented by all 
such reductions in such yearly quantity. Any reduction or termination of an 
increase in the yearly quantity made pursuant to this subparagraph shall not, 
for purposes of determining such aggregate amount of molten metal, be con- 
sidered to be a reduction in the yearly quantity. The amount of molten metal 
to be sold by Reynolds and purchased by Ford hereunder shall not be in excess 
of the reasonably anticipated requirements of Ford, determined by Ford from 
time to time, for aluminum alloys at Ford’s aluminum plant for use in the 
production of metal articles.” 

8. Subparagraph (d) of Paragraph 2 (Quantity) of the Agreement is amended 
to delete the numbers “36” and “50,000,000” in the first sentence thereof and 
to substitute therefor, respectively, the numbers “24” and “20,000,000”; to 
delete the number “50,000,000” in the second sentence thereof and to substitute 
therefor the number “20,000,000”; and to change the third, fourth, and fifth 
sentences thereof to provide as follows: 

“If such yearly quantity is increased pursuant to a request by Ford, the 
quantity of molten metal and aluminum pig to be sold by Reynolds and pur- 
chased by Ford hereunder shall be increased accordingly; provided, however, 
that Reynolds’ and Ford’s obligations with respect to the increase in such yearly 
quantity at Ford’s request as aforesaid shall be contingent upon and subject 
to the condition precedent to (i) Reynolds’ ability to borrow necessary funds 
to construct a minimum economically practicable addition (of not more than 
50,000,000 pounds per year capacity) to the Alabama Reduction Plant, and (ii) 
Reynolds’ ability to arrange for the supplying of the necessary electrical power. 
Reynolds shall, promptly after receipt of Ford’s request to increase such yearly 
quantity, use its best efforts to attempt to borrow such necessary funds and 
arrange for such necessary electrical power. If Reynolds is unable so to 
arrange for such financing or for such electrical power within 6 months after 
receipt of Ford’s request, it shall so notify Ford within 30 days after expiration 
of such 6-month period and upon the giving of such notice the obligations of the 
parties with respect to the increase in such yearly quantity previously requested 
by Ford shall terminate in full.” 

4. The Agreement is amended to delete subparagraph (b) of Paragraph 7 
(Delivery Period) thereof. 

5. The second sentence of subparagraph (a) of Paragraph 12 (Hzecusable 
Delays) is amended to provide as follows: 

“In the event that Reynolds is unable to provide molten metal to Ford due 
to an excusable delay, as defined above, from the Alabama Reduction Plant, 
Reynolds agrees, if so requested by Ford, to use its best efforts to provide an 
equivalent quantity of molten metal to Ford (at the price specified in Paragraph 
4 (a) above) from Reynolds’ existing reduction plant at Listerhill, Alabama, 
and if unable to do so, to use its best efforts to provide an equivalent quantity 
of aluminum pig to Ford (at the price specified in Paragraph 4 (b) above) 
from any of Reynolds’ aluminum reduction plants.” 

6. The Agreement is amended to revise Paragraph 14 (The Alabama Reduc- 
tion Plant) thereof to provide as follows: 

“Reynolds shall construct the Alabama Reduction Plant at a site in Ala- 
bama to be selected by Reynolds in its discretion. Until such time as such 
plant is completed and in operation, Reynolds shall supply molten metal to 
Ford, as required to by this Agreement, from its existing reduction plant at 
Listerhill, Alabama. Reynolds shall construct and maintain at its own ex- 
pense roadways on its plant site so as to enable employees, servants, agents 
and representatives of Ford to have access to the Alabama Reduction Plant to 
the extent necessary for Ford to perform its obligations under this Agreement. 
If Ford elects to purchase land from Reynolds pursuant to the provisions of 
this Paragraph, one such roadway built by Reynolds shall run from the Ala- 
bama Reduction Plant to a point on Ford’s property line as near as is practic 
able to the location of Ford’s aluminum plant. Reynolds shall grant to Ford 
permission to construct and operate on the premises of the Alabama Reduction 
Plant, in addition to roadways that Reynolds is obligated to construct and 
maintain at its own expense under the preceding two sentences to enable Ford 
to perform its obligations under this Agreement, such additional roadways 
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and railroads, conveyers and/or material handling systems as are deemed by 
Ford to be desirable. In designing the physical layout of the Alabama Reduc- 
tion Plant, Reynolds shall confer with Ford and the parties shall coordinate 
the physical layout designs with Ford’s plans for such additional roadways and 
railroads, conveyors and/or material handling systems. It is understood, how- 
ever, that such roadways and additional roadways and railroads, conveyors 
and/or handling sytsems shall be so located as not unreasonably to interfere 
with Reynolds’ operations at the Alabama Reduction Plant. Reynolds repre- 
sents to Ford that the site of its Alabama Reduction Plant shall be at or 
contiguous to its present Listerhill Reduction Plant at Listerhill, Alabama. 
Reynolds also represents to Ford that it has under option a tract of land of 
approximately one square mile in area contiguous to its present plant property 
at its Listerhill Reduction Plant. Reynolds grants to Ford an option, exercisable 
by notice in writing to Reynolds (on or before February 1, 1956) to acquire any 
portion of said one square mile area, not exceeding one hundred fifty acres, 
which Ford may select. If Ford exercises such option on or before February 1, 
1956, Reynolds shall convey or cause to be conveyed to Ford a portion of such 
tract, not exceeding one hundred fifty acres, as selected by Ford. Reynolds 
agrees that any liens or mortgages attributable to it on the land conveyed to 
Ford shall be removed by it at its own expense. If Ford elects to purchase such 
land from Reynolds, it shall be Reynolds’ option as to whether it shall sell the 
tract to Ford or cause the tract to be sold to Ford by the owner or owners. If 
Reynolds sells such tract to Ford, the purchase price therefor shall be either 
(a) the same cost per acre as Reynolds incurred to acquire such land, or (b) the 
appraised value thereof as appraised pursuant to the provisions of Section 8.03 
of the Indenture of Mortgage and Deed of Trust dated June 1, 1955, from Reyn- 
olds and certain of its subsidiaries to Manufacturers Trust Company and A. F. 
Keuthen as Trustees, whichever amount is the greater, plus all necessary docu- 
mentary stamps, taxes and closing costs on such conveyance to Ford. In such 
ease, Reynolds shall not be required to convey such tract by a conveyance 
containing covenants or warranties except such as Reynolds has received from 
its grantor or grantors, and the title granted to Ford to such tract shall be 
subject to the same easements and restrictions as the title granted to Reynolds. 
If Reynolds causes such tract of land to be sold to Ford by the owner or owners 
thereof, the purchase price therefor shall be the price specified in the option 
or options held by Reynolds, plus all necessary documentary stamps, taxes and 
closing costs on such conveyance to Ford. In such case, the title to be granted 
to Ford shall be the title that Reynolds would have received if it had exercised 
its option or options to purchase the land from the owner or owners thereof. 
Reynolds grants to Ford such easements over its Alabama lands (including 
land now under option with respect to which options are exercised by Reynolds) 
as may be necessary for Ford to lay water and sewer mains to connect with 
Reynolds’ water and sewage systems. Such mains shall be so located so as 
not to interfere with Reynolds’ operations. Reynolds also agrees to furnish 
treated water and sewage service to Ford at mutually agreed upon reasonable 
rates. Although the Alabama Reduction Plant is to be constructed by Reynolds 
for the primary purpose of complying with its delivery obligations hereunder, 
no restriction is imposed or implied by this Agreement on Reynolds’ right to 
operate and manage the plant in the manner determined by Reynolds and to 
sell or dispose of in any manner and to any parties it desires such quantity of 
the products of such plant, including molten metal, as Reynolds is not specifi- 
cally required to deliver to Ford hereunder.” 

7. Except as hereby amended, all of the provisions of the Agreement shall 
continue in full force and effect for the term thereof. 

IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement 
duly to be executed as of the day and year first above written. 

Attest: 

REYNOLDS METALS COMPANY, 
By Frep R. EDNEY, 
Ass’t Secretary. 


Forp Motor CoMPANY, 
By D. 8S. Harper, 
Executive Vice President. 
CHRYSLER CorP., 
Attest: 


J. O. WRIGHT. 
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Aluminum Pig and Ingot 


GENERAL PRICE DATA 


- ORDER ACCEPTANCE: Orders are subject to ac- 


ceptance by Alcoa at its office in Pitts- 
a eenereranis, 208 be onl, 
the terms conditions shown on Sep aad > 


verse side of Alcoa’s acknowledgment of order. 


. TRANSPORTATION ALLOWANCE CLAUSE: 
will an allowance for transportation 


amount of the transportation allowance will not be 
shown [= Alcoa's marcia Be either oe , 
tion charges in excess o' amount pro; allow- 
able will be for the Customer's account. The dhewanes 
shall be the amount of the actual transportation 
charges, but, unless the shipment is subject to Alcoa’s 
right to se the agency of tion and 
determine the routing, the allowance not exceed 
Senses tee Saet  S ee 
truck freight rate, whichever is lower. Notwithstand- 
ing Se provisions of ety empeeiees Sau 
clause, where material is picked up by customer at 
Alcoa's point of shipment, the trans tion allow- 
ance shall be the allowance which would have 
made if customer pickup had not been requested, 
excluding, however, any transportation tax. 

5. CHANGE OF PRICE: The prices and charges for 
materials and other items shall be adjusted to, and 
the materials will be invoiced at, Alcoa’s prices in 
effect at time of shipment. 





ALUMINUM PIG 
“PIG” IS THE PRODUCT OF THE ELECTRIC SMELTING FURNACES 


Alcoa Unailoyed Pig 


Alcoa Alloy Pig 

Alloy pig is available in 50 pound size. The base 
prices and approximate compositions of the standard 
alloys are listed below: Complete composition speci- 
fications are given on page 5.' 


(A) 
$0.265 
0.262 
0.265 
0.262 
*0.320 
0.280 
0.265 








Kaiser ALUMINUM & CHEMICAL CorP., 
Washington 6, D. C., November 19, 1957. 
Hon. SipneEy R. YATES, 
Chairman, Subcommittee No. 3, 
Select Committee on Small Business, 
House of Representatives, Washington, D.C. 


Dear CONGRESSMAN YATES: During my testimony yesterday I was requested 
to furnish the committee the average hourly labor costs at our various plants 
throughout the country from June 1955 to date. 

The following table shows the average hourly labor costs at Mead, Tacoma, 
and Trentwood, Wash., Halethorpe, Md., Newark and Heath, Ohio, Chalmette 
and Baton Rouge, La., in June of 1955 and after the wage increases which 
oceurred in August 1955, August 1956, February 1957 and August 1957. 
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This average cost computation is on a weighted average basis, as it pertains 
to the hourly rate of employees, and includes estimated pension costs. 


SEINE, TDI cus chdn-insippstteagu pv seieehtdlsncsiediebioulice genes achadiciaiamenoamaaanans Gandini ana $2. 482 
FG. CDi xnsccccentssntintoteie ninabarenemapiisancratageindsdieatmad ae 2. 662 
BO onc deen: ines eo cea niis eed denise em ener ns een dail 2. 894 
UNE, | TN catvcstntetinicceee icine medicament ee 2.914 
BMPOR . TOT on ncncecrnnsnsmdonansectsdquankigurimbenan eae 3. 064 
The above figures represent the following percentage increases: 

Percent 

UII --TRMIEURINIL, III... sco: os easeesdevadmoncnipipad meigatieieeimettaahemabnteraitesreaaipaieae tment Seleetet aad 7.3 
Se “Sn REIT ss creecpnen gigtirimsenlialaweripeteenip aneneslipaoae manna acrapetiaon act 8.7 
PaO, RUN IIINIT - IEE oss cv coce veces tonne to he pian <ughiceremeniteesnginnapeennd gaa aera i 
Re a  cmpiaicinrqpan maicagincaincssb oxetrapuses alanaeieaaamaeinainds 5.1 
PU 2900. TAT: DEER LOU ene necqeccaen- bicmwnee-o auacmarn amma 23.4 


Very truly yours, 
D. A. RHOADES, 
Vice President and General Manager. 


CHRYSLER CorpP., 
Detroit, Mich., December 19, 1957. 
FRANK ROBERTS: 

Please convey the following to Subcommittee No. 3, House Small Business 
Committee. It is Chrysler Corp.’s response to their question concerning in- 
creased wage rates since 1955: 

Since January 1, 1955, a total of 31 cents has been added to the hourly wage 
rates of Chrysler Corp. employees, as provided for in the contract between the 
corporation and the United Automobile Workers. The 31 cents includes 18 cents 
added permanently to base wage rates, as provided for by the annual improve- 
ment factor for increased productivity, and 13 cents has been added in cost-of- 
living allowances, as provided for by the escalator agreement, based on the 
Bureau of Labor Statistics Consumer Price Index. 

VANCE JOHNSON. 


FRANK ROBERTS, 
Suite 1306 K Street NW., Washington, D. C.: 
Please convey to Subcommittee No. 3, House Small Business Committee, the 
following information which Chrysler Corp. was asked to supply for the record 
in conection with recent hearings on uses of aluminum: 


Supplies of aluminum or aluminum parts, according to number of employees and 
aggregate amounts paid for aluminum and aluminum parts in 1956 and 1957 





Number suppliers Number employces|1956 aggregate|1957 aggregate 
Dill ee ils ded cspeubisied ; eden chk shlubeivedial Less than 100____. $1, 948, 000 $2, 248, 000 
iter nen dekids cel a Cicindatai denne t , 100 to 260......... 3, 974, 000 6, 642, 000 
ih cut din wend ecigiiianests ee edna satapinsey > Sa Ee eateesta eve eet 4, 577, 000 8, 405, 000 


ast H3i5 bce bial bnn db ibn atau ; Gdkn cease a 500 and over_____- 35, 019, 000 51, 159, 000 


NoTe.—Unknown to us are number of employees of three suppliers from whom 
we purchased an aggregate amount of $1,871,000 in 1957. Two of these did 
not supply Chrysler in 1956; purchases from one in 1956 aggregated $552,000. 


VANCE JOHNSON. 
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ALUMINUM COMPANY OF AMERICA, 
Pittsburgh, Pa., January 2, 1958. 


Re hearings of Subcommittee No. 3 on Minerals and Raw Materials of the Select 
Committee To Review the Situation cf Small Business in the Aluminum 
Industry 

Hon. Srpney R. YAres, 

Chairman, Subcommittee No. 8, 
House Select Small Business Committee, 
House of Representatives, Washington, D. C. 


DEAR Mr. YATES: In response to requests made at the hearing of your com- 
mittee on November 18, we are submitting the following information. 

Hourly wage rates—Iin May 1955, when your committee was conducting its 
study of the aluminum industry, the average hourly wage cost at Alcoa’s smelt- 
ing plants was $2.51. Following the most recent round of wage increases, in 
the summer of 1957, the average cost at the same plants had increased to $3.13 
per hour. The latter figure is an average of the months of August and Sep- 
tember 1957. 

Primary metal consumption.—In the recent hearing you mentioned that your 
staff had computed, from the charts prepared during your earlier hearings, 
that Alcoa had consumed 69 percent of its primary aluminum production in 
1954 for its own purposes and asked us to confirm its accuracy. We do not 
believe that the percentage has been correctly computed as explained below. 

On August 19, 1955, we submitted to your subcommittee certain data covering 
Alcoa’s metal supply and distribution in tables captioned “Revised Table 1” 
and “Revised Table 2.” These tabulations reported a primary aluminum pro- 
duction of 1,332 million pcunds for the year 1954, with 922 million pounds 
“processed in fabricating plants or added to inventories” during that year. 
The latter figure is 69 percent of Alcoa’s primary production; but it is incorrect 
to compute a percentage in this way because it ignores metal inventory fluctua- 
tions and purchased metal among other relevant factors. 

We feel that the answer to your question concerning Alcoa’s utilization of 
aluminum for its own operations should really be determined by the relation- 
ship between the weight of metal converted into fabricated products and the 
company’s total metal supply for the same period. Revised tables 1 and 2, 
referred to above, were originally submitted to your subcommittee with our 
letter of June 9, 1955. Reference to the earlier table 2, “Distribution of total 
supply by years, indicates that of the 922 million pounds which were processed 
in fabricating plants or added to inventories in the year 1954, there were 118 
million pounds sold by us as primary metal in other than pig or ingot form to 
nonintegrated users. In this same year there was an overall addition to Alcoa’s 
metal inventories of 2 million pounds. The net metal usage for conversion to 
fabricated products, therefore, was 802 million pounds. This metal was drawn 
from the company’s total metal supply, which consists not only of the primary 
production from the company’s smelting plants, but also purchased primary 
aluminum, the recoverable content of purchased scrap, and metal handled under 
toll or conversion arrangements. The company’s total metal supply in 1954, 
as shown on table 1 and on revised table 1, was 1,590 million pounds. The 
company’s use, therefore, of 802 million pounds for its own finished fabricated 
products was approximately 50 percent of its total metal supply in 1954. 

The following tabulation provides the figures for the years 1950 through 
1956, and the first 10 months of 1957, on the basis described above. For the 
earlier periods these percentages could be derived directly from the data sub- 
mitted to the subcommittee in 1955, except that the metal added o or withdrawn 
from inventories has been recognized in determining the amount of meal 
processed in Alcoa’s fabricating plants. The determination of these net inven- 
tory changes has delayed our response to your questions, and we hope that this 
has not been a source of inconvenience to you. 
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Distribution of Alcoa’s metal supply 





3. 
lect Percent of total Balance available 
um metal supply proc-| for sale to non- 
essed into finished integrated pro- 
Alcoa products ducers (percent) 
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7 Please let us know if there are any points in connection with these figures 
which have not been made clear. 
our Best regards. 
1S Yours sincerely, ; : 
in D. Witmot, Vice President. 
not Forp Moror Co. 
; Dearborn, Mich., January 6, 1958. 
10g Hon. Srpney R. Yares, 
1 Chairman, Subcommittee No. 3 on Minerals and Raw Materials, 
TO- Select Committee on Small Business of the House of Representatives, 
nds Washington, D. C. 
a DEAR CONGRESSMAN YATES: With reference to my appearance before your 
ua- subcommittee on November 19, 1957, I am setting forth below the additional 
items of information which were requested by members of the subcommittee: 
of 1. The subcommittee asked us to furnish information with respect to the 
ion- requests by Ford in 1955 for proposals to supply aluminum to it (transcript, 
the pp. 292-293). Preliminary discussions concerning the possibility of purchasing 
9 aluminum in molten form were held by Ford representatives with representatives 
one of the three domestic primary producers of aluminum, Aluminum Company of 
tal America, Kaiser Aluminum & Chemical Corp. and Reynolds Metals Co., and with 
sed representatives of two leading smelters, American Smelting & Refining Co. 


118 and Apex Smelting Co. These discussions were held early in 1955. At that 
time we were requesting proposals for the furnishing of molten aluminum at 


ie a rate of approximately 18 to 24 million pounds per year. — ; 

te I also mentioned that I did not take part in these negotiations. Since my 
wn appearance, however, I have reviewed our records concerning the negotiations 
aoe with these companies and have discussed the situation with my associates. 
one All of the companies, except Aluminum Company of America, made proposals 
dee to supply aluminum to Ford. With respect to American Smelting and Apex, 
‘54 I am informed that their representatives were invited to visit Ford’s offices to 
The discuss the possibility of their supplying molten aluminum for a prospective 
ted aluminum die casting plant to be constructed by Ford. 

. The negotiations with American Smelting & Refining Co. and Apex Smelting 
agh Co. contemplated the furnishing of secondary aluminum in molten form. Ameri- 
the { can Smelting & Refining Co. tentatively proposed to erect a smelting plant 
mil adjacent to any location which Ford Motor Co, deemed most suitable for its 
om die-casting plant, and to furnish molten aluminum, if the other terms of its 
eal proposal were acceptable. Apex Smelting Co. tentatively proposed either to 
sae. sell to Ford a plot of land located within 1 mile of its smelting plant at 
his Cuyahoga Heights Village, Ohio, or to construct, in the Chicago area, a new 


smelting plant adjacent to a die-casting plant to be constructed by Ford, and 

to furnish molten aluminum, if the other terms of its proposal were acceptable. 
Alternate proposals for the furnishing of pig or ingot aluminum were also 
considered. 

After reviewing the proposals which had been made to supply molten aluminum 
to Ford, it was considered that the proposal of Reynolds was the most advanta- 
geous. Asa result of further negotiations with Reynolds, it was decided to con- 
tract with it for the purchase of molten aluminum in base annual quantities of 
64 million pounds. 

2. With reference to the request by the subcommittee for further information 
concerning the method of transporting molten aluminum, the Ford Motor Co. 
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die-casting plant is located approximately one-half mile from the Reynolds 
smelting plant in Listerhill, Ala. Reynolds prepares alloys to our specifications 
in carbon-lined iron pots generally used for the production of aluminum. Molten 
alloy is siphoned by Reynolds from the pots at 1,700° to 1,800° F. into crucibles, 
skimmed, and then transferred to Ford ladles for transportation by Ford to 
the Ford die-casting plant. 

The ladles are owned by Ford Motor Co. They are covered and insulated, 
but are unheated. The truck-trailer vehicles which are used for transporting 
the ladles are owned by Ford and travel at approximately 20 miles per hour. 
Each truck can transport two 5,000-pound capacity ladles. 

I am advised that the molten aluminum alloy currently being used by Ford 
is at a temperature of approximately 1,450° F. immediately after it is placed 
in Ford’s ladles and that it will begin to solidify if it is permitted to cool 
to approximately 1,100°. If other alloys are used, these temperatures will vary 
to some extent. Depending upon the exterior temperature, the ladles used by 
Ford should be emptied approximately 1 hour after they are filled. About 15 
minutes is required to empty each ladle at the Ford plant and normally they 
are emptied one at a time. Consequently, a truck carrying 2 ladles should 
travel not more than about 30 minutes, or approximately 10 miles. If the truck 
carried only 1 ladle, it could travel for about 45 minutes, or 15 miles. 

From a purely technological standpoint, it would be possible to construct a 
truck with heating apparatus and additional insulation which would permit 
molten aluminum to be held in ladles for longer periods than 1 hour, but it is 
questionable whether such an operation would be economically feasible. 

3. The subcommittee also requested that we furnish information as to the 
percentage increase in hourly wages at Ford Motor Co. from 1955 to 1956 and 
from 1956 to 1957 (transcript, pp. 306-308). From 1955 to 1956, the gross 
average hourly wage (including fringe benefits) paid by Ford Motor Co. to or 
on behalf of its hourly rated employees increased from an average of $2.77 
for the calendar year 1955 to an average of $2.96 for the calendar year 1956, 
an increase of approximately 7 percent. The gross average hourly wage of $2.96 
for 1956 increased to an estimated level of approximately $3.14 as of the time 
of the hearings in November 1957, an increase of over 6 percent. An overall 
average for the calendar year 1957 is not yet available. 

4. The subcommittee requested that we supply a breakdown of our suppliers 
in various categories, depending upon the number of employees of the suppliers 
involved (transcript, p. 99). The reference made to prior testimony of repre- 
sentatives of other companies indicated that the subcommittee was interested 
in information pertaining to suppliers of aluminum parts. 

The following table indicates the number of our suppliers of aluminum parts 
in categories, depending upon the number of employees of the suppliers involved 
and the approximate value of the purchases from the suppliers in each category 
for automobiles, trucks, and tractors produced by Ford Motor Co. during the 
model years 1957 and 1958. 


| Model year 1957 Model year 1958 


Number of employees | 
Number of | Approximate} Number of | Approximate 








companies value of companies value of 
purchases purchases 
lee ccnisilipaign ener 13 $3, 139, 000 14 $2, 078, 000 
EE Mint ttt cnkndiiwnnccatnnvinainesinaoneee 8 1, 306, 000 9 2, 327, 000 
tL  tedianedimduanndcbhmendeetiteoesonde 10 4, 101, 000 8 3, 209, 000 
cian sp aamenl 35 43, 652, 000 42 45, 157, 000 
Bi idee edniitbiiedinsncimimmncie 66 52, 198, 000 73 52, 771, 000 





The above information is given for model years rather than calendar years, 
because our purchase parts records are kept on a model year basis rather than 
on a calendar year basis. 

Although a model year with respect to purchases by some divisions of the 
company may begin as early as May or as late as November, the model year 1957 
includes purchases made principally during the period from the beginning of 
September 1956 to the end of August 1957, with most of the commitments for the 
1957 model year having been made with our suppliers sometime during the cal- 
endar year 1956. The model year 1958 similarly encompasses purchases made 
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and to be made principally during the period from the beginning of September 
1957 to the end of August 1958, with most of the commitments having been made 
with our suppliers sometime during the calendar year 1957. Figures for the 
model year 1956, most of the commitments for which were made during the eal- 
endar year 1955, are not available to us without the expenditure of considerable 
time and money. - : 

The figures in the column of the table representing the approximate value of 
purchases for the model year 1957 have been derived from statistical material 
which is based on the company’s production plans for such year, and represent 
as close an approximation of the actual value of such purchases as can reason- 
ably be obtained from the records available. The figures in the comparable 
column for the model year 1958 represent an estimate of the amounts that will be 
purchased during such year, developed upon a similar basis. 

In order to make the information presented in the table more meaningful and 
to avoid distortion, we have included in the statistics the full value of parts com- 
posed principally of aluminum, but have excluded therefrom certain assemblies, 
such as radios and clocks, where the aluminum content is very small by com- 
parison to the value of the assembly. With regard to assemblies, such as brakes 
and carburetors, which contain more significant or more measurable amounts 
of aluminum but which are not composed principally of aluminum, we have in- 
cluded only the estimated value of the aluminum components rather than the 
value of the entire assembly. 

It might be of interest to the subcommittee to know that with respect to the 
purchases shown in the above table from suppliers having more than 500 em- 
ployees, a large proportion of such purchases consists of assemblies. Component 
parts of these assemblies containing aluminum in many instances are purchased 
in turn by our suppliers from other companies who, in effect, become our sub- 
suppliers. Although we do not have specific information as to the identity of the 
subsuppliers from which these purchases are made, it is believed that if such 
information were available it would show that the proportion of parts containing 
aluminum thus being furnished indirectly by companies in the smaller supplier 
eategories is far greater than the proportion of such parts purchased by Ford 
directly from small suppliers, as indicated in the above table. 

Very truly yours, 
E. G. Warp, 
Vice President, Purchasing. 


THE ANACONDA Co., 
New York, N. Y., April 14, 1958. 
Hon. Sipney R. YATES, 
Chairman, Subcommittee No. 3, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

My DEAR CONGRESSMAN YATES: I am pleased to furnish additional data cover- 
ing the points you have requested supplementing my statements before your 
committee on March 13, 1958: 

1. Reference is made to the mill costs of our reduction plant operations at 
Columbia Falls, as compared to the mill costs of Alcoa, Reynolds, and Kaiser, 
as they appear in the case of United States v. Aluminum Company of America, 
in 153 Federal Supplement, page 185. It is our belief that in 1956 our mill costs 
are comparable with those of Kaiser with the possible exception that Columbia 
Falls total operating costs, before depreciation, interest, and other charges, are 
approximately 6 percent higher due to our purchase of alumina from outside 
sources. 

Based on the second 6 months of 1957, our mill costs at Columbia Falls in- 
creased 12.8 percent over the average cost for the year 1956. 

2. Enclosed herewith for the supplement information of your committee is 3 
copy of a letter dated December 12, 1951, by Mr. Manly Fleischmann, Adminis- 
trator, Defense Production Administration, addressed to the Honorable Oscar 
L. Chapman, Secretary of the Interior, bearing upon the amendment of the tax 
amortization certificate issued to Harvey Machine Co., substituting in its place 
and stead Anaconda Aluminum Co. Also enclosed is a photostat of a letter dated 
February 18, 1953, from Mr. Joseph Rand, Director, Post-Certification Division, 
Defense Production Administration, addressed to the Commissioner of Internal 
Revenue, directing the Commissioner that the subject certificate is hereby 
amended by striking out Harvey Machine Co., Inc., of Montana, as applicant, 
and substituting in its place and stead Anaconda Aluminum Co. I believe that 
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these two letters will describe the background of such amendment of the cer. 
tificate for account of Anaconda Aluminum Co. 

3. With reference to sales of primary aluminum for account of Anaconda 
Aluminum Co. to customers outside the United States, I find that in 1956 we 
delivered 400 tons of primary metal to Banco Central de Chile, with an addi- 
tional 100 tons delivered to Chile for account of Banco Central de Chile for 
the year 1957. These metal sales were effected at the published price of primary 
metal in effect at date of shipment. 

I have found that during 1956 and 1957 no shipments were made to Mexico, 
Instead, 111 tons of primary pig were shipped in March 1958 to Conductores 
Electricos—a Mexican corporation affiliated with Anaconda Wire & Cable Co, 
I was under the impression that some shipments had been made to Conductores 
Electricos in 1956 and 1957, which I find now not to be the case. 

Consequently, our shipments to Chile for the account of Banco Central de 
Chile in 1956 and 1957 are the only sales made for the account of Anaconda 
Aluminum Co. to customers outside the United States. 

4. We are unable to break out our sales to sundry outside customers having 
500 employees or less. 

In this general connection, I wish to point out that in 1956 and 1957 we have 
made shipments to Hokin Aluminum Co., who were acquired by Kaiser, I be 
lieve, in November 1956. Also, we have delivered metal from Columbia Falls 
to Olin Mathiesson Chemical Corp. and Revere Copper & Brass, Inc., who will 
shortly become primary producers. 

With these exceptions all sales of primary metal to sundry customers have 


been delivered to “nonintegrated” users, following the definition laid down in | 


the GSA “put” contracts which defines a “nonintegrated” user as “* * * any 
manufacturer, fabricator, finisher, or producer of aluminum in the United States 
who is not a producer of primary aluminum or an affiliate or subsidiary of such 
producer * * *.” 

I trust that these supplemental data will answer the questions you raised, 
and upon which I was unable to give vou definitive answers without further 
inquiry. 

Yours very truly, 
C. JAY PARKINSON, 
General Counsel. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, D. C., December 12, 1951. 
Hon. Oscar L. CHAPMAN, 
Secretary of the Interior, 
Washington, D. C. 

Dear Mr. CHAPMAN: I have received your letter of November 21, expressing 
your views with respect to the proposed construction of an aluminum reduction 
plant at Kalispell, Mont., by a company to be owned by Anaconda Copper Min- 
ing Co. and the Harvey Machine Co., of California. I have also consulted with 
and received the views of the Department of Justice on this matter. 

The Defense Production Administration is charged with the responsibility of 
seeing to it that sufficient aluminum production and fabricating facilities are 
brought into being to serve the defense effort and, to the extent required, essen- 
tial civilian needs of the country. Pursuant to this responsibility, and working 
in cooperation with Defense Minerals Administration, and later Defense Ma- 
terials Procurement Agency, DPA has planned a very large expansion in the 
aluminum industry. There have been, however, very serious delays in the 
implementation of this program, the effect of which has been to constrict further 
the supplies of metal for defense and essential civilian needs. Within the last 
few days, the military services have placed before us substantially larger re 
quirement figures than has heretofore been established. These requirements 
have increased the necessity for speeding up in every way possible the con 
struction program for providing aluminum and may, in fact, require us to seek 
additional sources of supply as rapidly as possible. Based on facts known to 
me today, there is very grave risk that aluminum may become the controlling 
bottleneck in the carrying out of the defense program, particularly the aircraft 
program. 

As you are well aware, a number of applicants have been considered for the 
use of Hungry Horse power for aluminum production. The proposed entry 
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of a subsidiary of Anaconda in which the Harvey Machine Co. would have an 
interest is clearly the best arrangement from the Government’s point of view, 
for the following reasons: 

1. It is, in my considered judgment, the quickest way to add any appreciable 
amount of metal to our supply. Hungry Horse power will become first avail- 
able in October or November 1952. If Anaconda is given appropriate assistance 
in priorities, one potline may be completed in that time with two others follow- 
ing at from 45- to 60-day intervals. I feel sure that if we should attempt to 
introduce some acceptable alternate applicant in place of Anaconda with or 
without participation by Harvey, much vital time would be lost in the search 
for the applicant, in negotiation, in seeking financing and perhaps even in liti- 
gation. We cannot, in the interest of the aircraft program, afford to take the 
risk of a further loss of time. 

2. The Government will not have to provide any financial assistance in the 
form of either loans or guaranties, but only the privilege of rapid tax amortiza- 
tion on a basis similar to that extended other participants in the expansion 
program. This cannot be said of any other known applicant for this power. 

3. Anaconda does not request permission to construct any large aluminum 
fabricating facilities as a part of its proposal. Accordingly, there would be no 
further burden upon scarce materials and equipment. The most likely alternate 
to Anaconda for the Hungry Horse power would, however, only be interested if 
permission were granted to construct large and expensive fabricating facilities 
as part of the arrangement. The facilities contemplated in this case are of a 
variety expansion of which, in our judgment, is not required at present, and 
consequently we can see no present justification for extending the Government 
assistance that would be necessary to implement the construction of such fabri- 
cating facilities. 

4. While, of course, Anaconda has no monopoly on industrial skill, there is no 
doubt in my mind that of all the applicants for this power, Anaconda has the 
highest degree of competence in metallurgical fields. This is particulariy im- 
portant, in my opinion, with respect to the speed with which the facilities can 
be put into operation. 

You have expressed the view that the awarding of an adequate power con- 
tract to a subsidiary of Anaconda will not promote competitive business within 
the context of the President’s directive of September 28, 1950. I do not agree 
with your conclusion in this case. It seems to me obvious that the entry into 
the aluminum business of a capable company possessed of large resources will, 
on the contrarry, substantially increase the competitive forces in the aluminum 
industry. When it has metal available, Anaconda will be forced actively to 
pursue customers now being served, albeit incompletely at present, by the four 
primary producers (including Alcoa) who are indeed active competing with 
each other. If it fails in this effort, it stands to suffer heavy losses. It is in- 
conceivable to me that the experience and skill of this successful company in 
the metallurgical field will not be keenly and actively devoted to establishing 
its position in the aluminum industry in competition with existing producers. 
It should be pointed out that Anaconda will, by all odds, be the smallest of the 
aluminum producers. It will, in fact, produce less than 4 percent of the esti- 
mated total supply from domestic sources. 

As you know, Anaconda and Harvey have been fabricators of aluminum for 
some time, drawing their supplies from existing sources of metal. In this re- 
spect, both companies have been in the same dependent position as the other 
fabricators who do not have controlled sources of metal. This facility will, 
therefore, assure to at least two important fabricators of aluminum a continu- 
ing source of metal after Government controls of distribution have been lifted. 

The allegation has been made that since aluminum can be and is being sub- 
stituted for copper in many applications, it would be in Anaconda’s interest, 
with its important position in the copper business, to discourage this substitu- 
tion because of the impact on the market for copper. This argument seems to 
me entirely fallacious for a number of reasons. In the first place, it is widely 
recognized that the world supplies of copper and the potential additional supplies 
which may be developed in the next decade or more will prove to be seriously 
short of the rapidly increasing world demand for the metal. Accordingly, it 
seems self-evident that (except during periods of depression) the available world 
supplies of copper will find adequate markets in those applications where no 
substitution of other metals is possible or economical. In the second place, 
competition in the aluminum industry, particularly that which is likely to exist 
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in the postdefense period, will, in my opinion, necessitate concentration upon 
new uses of aluminum not only in substitution for copper but for a wide variety 
of other materials, including tin, zinc, stainless steel, wood, and doubtless many 
others. It will be recalled that even those most familiar with the metal were 
widely in error in underestimating the post-World War II demand and fields 
of application which were generated by economic and technical forces. I should 
point out that the United States is in a very vulnerable position with respect 
to supplies of tin, zinc, and particularly certain ferroalloys utilized in alloy 
steels. Aluminum, on the other hand, can be produced from nearby if not do- 
mestic raw materials on an almost indefinitely increasing scale. 

For the reasons set forth, therefore, I am advising the Anaconda and Harvey 
officials that we are prepared to receive and consider favorably an appropriate 
amendment to the tax amortization certificate covering the proposed reduction 
plant at Kalispell. I am also advising the Reconstruction Finance Corporation 
that I am withdrawing the previous certification given to it with respect to 
the Harvey Machine Co.’s application for a loan of $46 million. I am also ad- 
vising the Administrator of GSA of this decision so that he may be guided 
accordingly with respect to any equipment which Harvey may have on order. 

I request you promptly to enter into a suitable long-term contract with the 
proposed new producer for power from the Hungry Horse project. 

I cannot emphasize to you tco strongly the necessity of rapidly proceeding 
with this facility. The needs of the military services require this metal at the 
earliest possible time. 

Mr. C. E. Wilson is aware of these decisions and the contents of this letter, 
and approves them. 

Sincerely yours, I 
MANLY FLEISCHMANN, Administrator. 
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DEFENSE PRODUCTION ADMINISTRATION, d 
Washington, February 18, 1958. i 
Subject : TA-17411, Issued to: Harvey Machine Co., Inc., of Montana, 19200 , 
South Western Avenue, Torrance, Calif. . 
THE COMMISSIONER OF INTERNAL REVENUE, 8 
Bureau of Internal Revenue, s 
Washington, D.C. W 
Dear Srr: Pursuant to the provisions of section 4 (k) of DPA Regulation W 
No. 1, as amended, prescribed by the Defense Production Administrator with tl 
the approval of the President, sufficient cause appearing, subject certificate is fc 
hereby amended by striking out and deleting from said certificate, the appen- 1 
dixes, and other attachments thereto, wherever it may appear the name of ap- W 
plicant: Harvey Machine Co., Inc., of Montana, 19200 South Western Avenue, In 
Torrance, Calif., and substituting in its place and stead the following: Anaconda 
Aluminum Co., 25 Broadway, New York 4, N. Y. 
Sincerely yours, 
JOSEPH RAND, 
Director, Post-Certification Division, Office of Construction and Re- 
sources Expansion. 
M 
KartseR ALumMINUM & CHEmicaL Corp., 
Oakland, Calif., April 29, 1958. 
Hon. Sipnry R. YarTess, 
Chairman, Subcommittee No. 3, Select Committee on Small Business, : 
House of Representatives, Washington, D. C. ju 
Dear ConGRESSMAN Yates: In reply to your letter of April 16 regarding our FO 
reduction in the EC redraw rod price, we wish to advise you that the conclusions ye 
drawn by Southwire are incorrect. This price revision will materially assist small he 
business and will provide a substantial number of wire fabricators with an addi- 
tional opportunity to use aluminum in new markets. pr 
The revised redraw rod price will make it possible to use aluminum in competi- “se 


tion with copper in building wire, in the electrical appliance market, in the 
electrical apparatus market, and in the manufacture of such applications as magnet 
wire, transformer windings, and communications cable. There are some 30 
suppliers in the building wire field alone. 
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In 1955, we forecast that within the next 10 years aluminum usage in these 
markets would increase over 800 percent. With the drop in the price of copper, 
however, the growth of aluminum in these markets virtually ceased. Most of 
the manufacturers of these products produce them from EC redraw rod and the 
revision in the redraw rod price will therefore provide a strong impetus for renewed 
growth in these fields. 
~ The reduction in the redraw rod price was also necessary to maintain the 
competitive position of nonintegrated cable manufacturers who produce cable 
from redraw rod. Many of these producers are small-business men. A few cable 
manufacturers, including Southwire, use aluminum pig as their starting raw 
material and produce their own redraw rod by the use of a continuous casting 
machine called a Properzi machine. The production of cable from redraw rod 
at the redraw rod price in effect prior to our recent revision was not competitive 
with the Properzi process and consequently producers who did not have their 
own Properzi machines and who purchased redraw rod were at a disadvantage. 
As a result, the redraw rod market was rapidly drying up. In 1957 our redraw 
cod sales were only one-third of our 1956 redraw rod sales. 

Last fall Southwire initiated a drop in wire and cable prices and we received 
requests from nonintegrated cable producers to reduce our price of EC redraw 
rod. The present reduction meets this demand and will materially assist the 
many nonintegrated cable producers who use redraw rod as their starting raw 
material. As an example, we are attaching a copy of an unsolicited letter from 
Central Cable Corp., a nonintegrated producer of covered or insulated wire, 
stating that the revised price will be extremely helpful to them. 

The revised price also takes into consideration the recent reduction by 2 cents 
per pound in the price of aluminum pig. 

With respect to the statement of Southwire that the new redraw rod price 
eliminates them from the redraw rod market, it is apparent from the 66% percent 
drop in the redraw rod market in 1957 that this market would become nonexistent 
if former price schedules were continued. Participation in a vanishing market 
would be of no benefit to any producer. 

Actually, we believe if you will ascertain from Southwire the quantity of redraw 
rod sold by them in the domestic market and the prices at which they made such 
sales, you will find that Southwire is not in the redraw rod business. Basically, 
Southwire is in the cable business and any sales of redraw rod made by South- 
wire were, to the best of our knowledge, purely incidental. We believe that South- 
wire’s real objection to the new redraw rod price is that as a cable producer using 
the Properzi process they will not longer have the same competitive advantage 
formerly held over the cable producer who uses redraw rod as his starting raw 
material. While this advantage may be lost, we believe that Southwire, along 
with all other wire producers, will gain from the impetus given the use of aluminum 
in new electrical markets as stated in the first part of this letter. 

Very truly yours, 
D. A. RuoapgEs, 
Vice President and General Manager. 





CENTRAL CABLE CoRP., 
Jersey Shore, Pa., April 10, 1958. 
Mr. D. A. Rwoapes, 
Vice President and General Manager, 
Kaiser Aluminum & Chemical Corp. 
Oakland, Calif. 


Dear Mr. Ruoapzs: This is to report that Messrs. Niveling and Walker have 
just visited us in Jersey Shore and outlined Kaiser’s new policy on EC redraw 
rods. We appreciated their coming to see us personally and feel that the step 
your company has taken in behalf of insulators like ourselves has been extremely 
helpful to us. 

When we can get some more aluminum orders at profitable price levels, we 
promise to increase substantially our purchases of aluminum rods from your good 
company. We are looking forward to the arrival of this condition in our industry 
and want to thank you again for your consideration of our problem. 

Very truly yours, 
Joun G. Detwi er, President. 
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SouTHwiRE Co., 
Carrollton, Ga., June 6, 1958. 
Hon. Sipney R. Yaress, 
Chairman, Subcommitiee No. 3, Select Committee on Small Business, House 
of Representatives, Washington, D. C. 


DrEAR CONGRESSMAN YATES: We have read Kaiser Aluminum’s answer to our 
objection to their rod pricing and are still of the opinion that Kaiser’s action will 
lead to a monopoly and will not assist small business in the majority, if not all, 
cases. 

All the other aluminum producers indicate the unwiseness of Kaiser’s rod pricing 
move and have not, to date, followed suit. It is inconceivable that everyone is 
out of step but Kaiser. 

We do not feel that even with the new rod price, aluminum will take over a 
substantial part of the copper building wire market. There are many other 
considerations besides price involved. If aluminum was not substituted when 
aluminum rod was 28 cents and copper 50 cents, it is difficult for us to anticipate 
any great move to aluminum now when aluminum is 28 cents and copper is 28 
cents. The decrease in rod price has not been passed on to the consumer level 
which certainly would be necessary to spur a move toward aluminum. 

Kaiser’s 1954-55 forecast was obviously incorrect and it is a ridiculous basis for 
a rod revision. It appears that they should have revised the forecast rather 
than the pricing structure. Kaiser is saying the redraw rod price is necessary 
to maintain the competitive position on nonintegrated cable fabricators who pro- 
duce cable from redraw rod is also not factual. The facts are Kaiser has led in a 
price cutting on the cable that these small-business men produce to the point 
where they were eliminated from the market prior to the reduction of redraw rod 
to 28 cents per pound. In order for these producers to be competitive with the 
prices Kaiser is offering the finished material to their customers, the rod price 
would need to be less than 18 cents per pound. 

Traditionally, the pricing structure between pig, rod, and cable was such that a 
conversion value was available in each step. The manufacturers who did not 
make their own rod could profit only on the drawing and stranding operation. 
Manufacturers who produce rod could profit on the rod operation in addition to 
the drawing and stranding operations which they perform and the integrated pro- 
ducers profit on the drawing and stranding, the rod operations and the conversion 
of bauxite to pig aluminum. As long as price structures were maintained, no 
one was at a disadvantage and each could profit in proportion to the amount of 
work performed on the production. 

Under Kaiser’s present pricing policies, all nonintegrated producers have been 
eliminated from the market. It has been Kaiser’s sales policy to obtain volume 
regardless of price. After all independents have been eliminated, this can only 
result in monopoly. One of the keys to Kaiser’s action is in their reference to 
their redraw rod sales drying up. These sales were drying up to producers who 
put in their own rod rolling facilities and from customers who chose Southwire and 
other nonintegrated suppliers’ quality and service for Kaiser redraw rod. Having 
eliminated nonintegrated producers from the ACSR market, they chose to elimi- 
nate nonintegrated producers with rod mills from rod by taking a disproportionate 
amount of the drop from the rod spread. 

Kaiser’s paragraph in reference to Southwire’s lowering cable prices is completely 
misleading. Southwire did publish a new price sheet last November that was 
lower than previous sheets published by 3 cents a pound; however, it was 3 cents 
a pound higher than Kaiser and other integrated producers were selling cable at 
that time. Southwire’s price was established at a level that would permit all 
integrated and nonintegrated producers to survive. Kaiser published a new 
price sheet competitive with ours but continued to sell cable at lower and lower 
levels until at the present time, to the best of our knowledge, all nonintegrated 
producers have been eliminated from the competition. 

Statistics do not agree with Kaiser’s 66% percent drop in the redraw rod market. 
This may be on Kaiser’s rod sales but a shift was taking place in the aluminum 
industry with other rod producers entering the market. These newcomers; 
namely, Anaconda, Southern Electrical, Rome Cable, General Cable, Essex, and 
Southwire, all made capital investments for rod-rolling facilities. These invest- 
ments have now been made worthless by Kaiser’s trying to recapture the redraw 
rod market by unfair pricing means rather than by quality, a service and fair 
competition usually thought the basis of our free-enterprise system. 

Another erroneous conclusion is that we are not in the redraw rod business. 
Actually, redraw rod sales‘ represented a considerable portion of our aluminum 
volume. Southwire Co. is in more than the cable business, 
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Southwire Co. did not put in its redraw rod facilities for a competitive advantage 
over other nonintegrated producers but to be at a less disadvantage over integrated 
producers who have bauxite for their starting operation. 

We believe that in the period since this price change that any increase in 
Kaiser’s rod volume and cable sales has not been the result of any impetus given 
by the new cable price for new business but was at the expense of Southwire Co. 
and other nonintegrated producers who have been removed from the market. 

Very truly yours, 


Roy RicHarps, President. 





KatsER ALUMINUM & CHEMICAL CorpP., 
Oakland, Calif., June 9, 1958. 
Hon. Sipnty R. YarEs, 
Chairman, Subcommitiee No. 3, Select Committee on Small Business, House 
of Representatives, Washington, D. C. 

Dear CoNnGRESSMAN YATES: On April 30, 1958, Mr. George M. Kagan of 
Kagan-Dixon Wire Corp., appeared before your subcommittee and commented 
on Kaiser Aluminum’s reduction in our price for 5056 aluminum round drawn 
slide fastener wire sold to the slide-fastener industry. We would like to take this 
opportunity to state what action was taken by us on this matter and the reasons 
therefor, as well as to comment on the statement made by Mr. Kagan. 

On November 22, 1957, Kaiser Aluminum reduced its base price for 5056 round 
drawn slide-fastener wire sold to the slide-fastener trade. This reduction was 
made solely for the purpose of meeting prices of competitors who were then selling 
below our price. Our reduction was 34 cents per pound plus a reduction of one- 
half cent per pound in the annealing extra, to make the total effective reduction 
4cents per pound. In addition to this, the base price was applied to 5,000 pounds 
rather than 30,000 pounds. All of our customers, actual and potential, were 
notified of this price change. 

Prior to this price reduction, our sales representatives calling on the slide- 
fastener trade reported that our then current prices were not competitive. Our 
competitors, including Kagan-Dixon Wire Corp., were selling below our price and 
were waiving all or part of the annealing extra, the quantity extra, and the toler- 
ance extra. The total price at which competition was selling was about 4 cents 
per pound below our price. To meet this competition we lowered our price as 
outlined above. 

On about November 30 we were informed that the Aluminum Company of 
America was quoting new prices that reflected a total deduction of 5 cents per 
pound under our previous price, or 1 cent per pound under our then current price. 
To meet this competition we lowered our price 1 cent per pound on December 26, 
1957. At the same time we also changed the base quantity back to 30,000 
pounds. This new price was also communicated to all of our slide-fastener cus- 
tomers and new price sheets were issued. 

In response to a question Mr. Kagan said that he spoke to Mr. O’Halloran 
(M. J. O’Halloran, marketing manager, Rod, Bar & Wire) and Mr. Watson 
(J. W. Watson, general sales manager) of Kaiser Aluminum, who were alleged 
to have informed him that the reason for the price cut was that we were not 
getting our fair share of this business. Mr. Kagan was in fact told that the 
reason for the price cut was that our prices were not competitive and that as a 
result our overall participation in this market was not satisfactory. 

“This market’ is essentially in the New York area. All customers for slide- 
fastener wire, with one exception, are in this area so the New York market is essen- 
tially the entire market for the United States. In addition to Kaiser Aluminum, 
Arcola Wire, Nesor Alloys, General Cable, Alabama Wire, Scoville Manufacturing 
Co., United Wire & Supply, Reynolds Metals, Alcoa, and Kagan-Dixon. all 
compete for this business. These firms do not compete in all products. Nesor 
Alloys, for instance is a purchaser of 5056 round wire and sells flattened wire and 
thus would be benefited by any price reduction in round wire. 

Mr. Kagan also stated that our price reduction was arbitrary. We would like 
to again point out that we did not initiate a price reduction. We reduced our 
prices to reflect the prices our competitors, including Kagan-Dixon, were already 
charging, and since these November and December price reductions, some of our 

competitors, again including Kagan-Dixon, have cut their selling prices even 
below those levels. 
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Our redraw rod price is 43.9 cents per pound, which leaves a margin of 14.2 
cents per pound between redraw rod and the most commonly used gage of 5056 
round drawn slide fastener wire. We consider this margin reasonable and consider 
our price for redraw rod reasonable, both in itself and as related to other products. 

If there is any further information that you or your staff desire with respect 
to this matter, we will be very happy to furnish it. 

Very truly yours, 
D. A. RHoaAbdEs, 
Vice President and General Manager. 


Subject: Notification of set-aside. 


ALUMINUM ImporRT Corp., 
New York, N. Y. 

GENTLEMEN: You will be governed by all applicable provisions of National 
Production Authority Order M-5A-—Aluminum, dated May 6, 1953, as though 
you were a primary producer of aluminum. 

Therefore, in accordance with section 9 of National Production Authority 
Order M-5A-—Aluminum, it has been determined that the maximum aggregate 
quantity of aluminum for the shipment of which during any calendar month 
commencing with the month of July 1953 you are required to accept authorized 
controlled material orders bearing the program identification A, B, C, D, or E, 
and one digit, in accordance with section 21 of Defense Materials System Regu- 
lation 1 and section 6 of National Production Authority Order M-—5A, is as fol- 
lows. (Authorized controlled material orders bearing the symbol AM-—9000 

laced by distributors under section 12 of National Production Authority Order 
M-5A may not be included as part of the quantities specified below): 


Product: Quantity (thousands of pownds) 
Pa or. Otner than esesondery...........-..55205..222s.<... iS 


You are not required to accept any authorized controlled material orders bear- 
ing the program identification A, B, C, D, or E, and one digit, calling for delivery 
of any form or shape of aluminum other than that listed above. 

Further, in addition to the quantity specified above, you are, pursuant to sec- 
tion 13 of National Production Authority Order M-—5A, directed to accept and 
fill authorized controlled material orders from foil fabricators bearing the allot- 
ment symbol AF and placed in accordance with section 11, paragraphs (a) and 
(c) of National Production ‘Authority Order M-—5A and section 20 of Defense 
Materials System Regulation 1, up to a maximum quantity of 14,000 pounds of 
alumina per month. 

Further, in addition to the quantities specified above, you are, pursuant to 
section 13 of the National Production Authority Order M-—5A, directed to accept 
and fill authorized controlled material orders from powder fabricators bearing 
the allotment symbol AF and placed in accordance with section 11, paragraphs 
(b) and (c) of National Production Authority Order M-—5A and section 20 of 
Defense Materials System Regulation 1, up to a maximum quantity of 900,000 
pounds of aluminum per month. 

Further, in addition to the quantities specified above, you are, pursuant to 
section 13 of the National Production Authority Order M-—5A, directed to accept 
and fill authorized controlled material orders placed with you by the following 
independent fabricators of aluminum in accordance with section 10 of National 
Production Authority Order M-5A and section 20 of Defense Materials System 
Regulation 1, using the allotment symbol AM and the number shown below and 
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2 calling for delivery in any calendar month of aluminum in the aggregate quan- 
6 tities up to the amounts listed below: P 
or 
—- “| -— oie 
ot AM No. Independent fabricator — oats 
each month) 
2166) Jel Alomingams & Brass O0gp 5 on oii. od cin doce cvicocn cients Ghnh wane Jocbob ae 388 
2320 | Michael Flynn Mfg, Co-.................... LASS 5 sub Sas GineTeRuadiencmatitems 6 
et even Me OR 2 kk... aise ka a hee ee ee 555 
2520 | National Extrusions & Mfg. Co...............---------..---- itakalsxcecdnwe 14 
SEee | OTERO CORO OF BOND, BD esasss cen civcakcssceczusswus thick vereeSttuee 263 
OD | Cem re ian 5 Bo a ck sc bn Sadat bnd econ be Le | ee 4 
5100 | Michele Wire & Aluminum Co... .--.- % patinies halindiatisiccn 29 
eae | Demremnens AMI CR ao 8.2 i caine wine chee secon ih Lae ca ee eee 190 
BB BO ee ae a ee eae Ne: tale Se 22 
1650 | Sheet Aluminum Co___-______- otha anna haa buna eke a moikioaieaatt cae 6 
ial Bap | Valeo Conetting & Adweieam C6... bios en vbcenendcuseewnecdaess 25 
gh 1, eee 
| ikiisa bccn snares sietealha sated atin Haliietat bated ae 1, 400 
ity nee nen nee ee penn 
( In addition, for the month of July 1953 only, lead time shall commence May 
‘ed 15, 1953, in lieu of the 60 days provided for in schedule III of defense materials 
F system regulation 1, 
a This letter replaces the telegraphic notification dated April 27, 1953, governing 
“ol. order acceptances calling for delivery in any month commencing with July 1953. 
100 If you cannot comply with this requirement for any reason, communicate im- 
aa mediately by letter to the National Production Authority, Washington, D, C., 
Reference M-—5A, stating reasons therefor. 
Very truly yours, 
nds) _—_—_— —— 
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Aprit 20, 1956. 
To: Mr. J. 8. Fidler, Revere office. 
From: H. C. Wilson, New York office. 

As you requested in your letter of April 6, we are attaching hereto ODM’s 
original letter dated October 12, 1955, indicating that our TA-—30303 is not eligible 
for accelerated amortization. 

H. C. Wiuson, 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., October 12, 19558. 
REVERE Copper & Brass, Inc. 
New York, N. Y. 

YENTLEMEN: After careful consideration of your application for a necessity 
certificate, it has been determined that the facilities sought to be certified are not 
eligible for accelerated amortization under the provisions of section 124A of the 
Internal Revenue Code. 

The principal reason in brief for the above determination is indicated below: 

1. There is not presently an existing or prospective shortage in the interest 
of national defense of facilities for production of the material or service to be 
produced by the facilities sought to be certified. 

2. The facilities sought to be certified are not within the scope of any 
expansion goal established by the Office of Defense Mobilization. 

3. Construction, reconstruction, erection, or installation of the facilities 
sought to be certified was begun on or after March 1, 1952, and before the 
application was filed. 

4. The application pertains to facilities acquired more than 6 months before 
the application was filed; or, to the acquisition of the productive assets of a 
going concern, or of second-hand facilities, and such acquisition will not bene- 
fit the national defense to a. degree which warrants certification. 

5. The facilities will be used in lieu of existing facilities and their construc- 
tion, reconstruction, erection, installation, or acquisition are not considered 
extraordinary and necessitated by reason of the emergency. 

6. The facilities are being acquired, constructed, ete., by a lessor for in- 
vestment purposes, or, their location is not in accord with the national 
industrial dispersion policy; or, other provisions of ODM Regulation 1, 
as amended. 

Any communications to the Office of Defense Mobilization regarding your appli- 
cation for a necessity certificate should be submitted in quadruplicate. 

Sincerely yours, 

F. L. PARNELL, 
Chief, Finance Division, Production Area. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., March 30, 1958. 
Mr. J. M. KENNEDY, 
Chairman of the Board, Revere Copper & Brass, Inc., 
New York, N. Y. 

Dear Mr. Kennepy: It appears from your letter of February 21, 1956, that in 
mine of February 15, I did not adequately explain to you how industry’s fulfill- 
ment of defense requirements for primary aluminum led to the denial of your 
application. 

The revision of goal No. 63, on October 1, 1952, calling for an annual domestic 
aluminum capacity of 1,746,000 tons by January 1, 1955, represented the best 
estimate at that time of the capacity necessary to meet defense needs. 

Thereafter, the entire aluminum situation—both capacity and requirements— 
was under almost continuous review. Reassessment was still under way at the 
beginning of 1955 when the target date was passed. Until the various factors 
entering into such reevaluation could be brought into focus, it was not appro- 
priate to change the goal either as to capacity or target date. 

By September 1955, when the goal was closed, it was fully apparent that not 
only would the capacity called for by the goal be achieved by expansions planned 
or underway but that such attainment would meet defense schedules, which had 
undergone considerable revision since 1952. It is now apparent that defense 
requirements will not only be met but will be exceeded. 
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The changes in the defense position in aluminum which had developed since the 
goal was set in 1952, were widely publicized on at least two occasions: A memoran- 
dum to the press of December 23, 1953, headed ‘‘Status of the Aluminum Expan- 
sion Goal,’ and release No. 238 of August 19, 1954, discontinuing the third round 
aluminum expansion program. 

It is true that had you filed your application several months ahead of your 
actual filing date, your position in the line would have been improved; but there is 
no evidence that it would have led to certification since at least one application 
filed ahead of yours was also denied certification. 

Government aid to the expansion of capacity and supply under congressional 
authority presently available to the Office of Defense Mobilization has the single 
purpose of promoting the national defense. With the expansion which is now 

lanned or underway it appears that defense requirements will not only be met as 
scheduled but will be exceeded at each stage of the program. Consequently the 
need for incentive, in the form of accelerated tax amortization, no longer exists. 
Sincerely yours, 
ArtTHuR 8S, FLEMMING, Director. 





REVERE Coprser & Brass, INc., 
July 6, 1956. 
Hon. ArtHuR 8S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 

Dear Sir: This is to advise you that we are at present preparing an application 
for a necessity certificate, form OD MF-2, covering the construction of a 66,000-ton 
aluminum potline and the necessary electrical equipment. I am _ therefore 
requesting that we be given every possible consideration in a third-round alumi- 
num expansion program. 

Our company is presently engaged in the fabrication of aluminum sheet, alu- 
minum extrusions, and aluminum tubing. a 

It is felt desirable that our intention to construct and operate a potline be made 
known to you at this time, so that we will receive consideration should the third- 
round expansion program be approved. 

Papers covering the necessity certificate will be forwarded as soon as our 
engineering staff have completed their work. 

I will appreciate very much an acknowledgment of this letter. 

Sincerely yours, 


Chairman of the Board. 


REVERE Copper & Brass, INc., 
July 21, 1956. 
Hon. ArtHur 8S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 


Dear Str: May I refer you to my letter of July 6, copy of which is attached, 
in which we expressed our intention of filing an application for a necessity certifi- 
cate covering the construction of an aluminum potline. 

I am writing you on the chance that my earlier letter has gone astray and will 
very much appreciate your acknowledgment. 

Sincerely yours, 


Chairman of the Board. 





REVERE Copper & Brass, Inc., 
August 1, 1956. 
Hon. Artuur 8. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 
(Attention Mr. George A. Landry, Assistant Director for Production.) 

Dear Str: Relative to your letter of July 26, which acknowledged my letter of 
July 6 advising you that we had in preparation an application for a necessity 
certificate for the construction of a 66,000-ton aluminum potline and the neces- 
sary electrical equipment, etc., I am formally advising you that this necessity 
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certificate is being filed tomorrow in Washington in the Office of Defense Mobili- 
zation by our manager of aluminum sales relations, Mr. Harold C. Wilson. 

This necessity certificate covers an alumina and an aluminum reduction 
process with an output of alumina of 120,000 tons and aluminum pig of 60,000 
tons per year respectively. The estimated cost of this project is $52,776,800 
and the details are shown on the necessity certificate, which will be personally 
filed by our Mr. Wilson tomorrow, August 2, 1955. 

Sincerely yours, 


Chairman of the Board. 





REVERE Copper & Brass, INc., 
August 2, 1955. 
Hon. ArtHur 8S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 
(Attention Mr. George A. Landry, Assistant Director for Production.) 

Dear Sir: Reference is made to an application for necessity certificate 
TA-30303, filed by Revere Copper & Brass, Inc., covering facilities for the pro- 
duction of 120,000 tons per year of alumina and 60,000 tons per vear of aluminum 
pig and/or ingot. 

In connection with this application, we wish to advise you that the company is 
not requesting a market guaranty contract with the Government, but is pre- 
pared to sell the entire production of the proposed facilities on its own respon- 
sibility. 

Nevertheless, if the Government sponsors a third round of expansion of pri- 
mary alumina and if, as part of that expansion, it enters into market guaranty 
contracts or grants other benefits to applicants, then Revere would expect to 
receive similar consideration. 

Sincerely yours, 


ae 
Chairman of the Board. 





REVERE CoprerR AND Brass, Inc. 


INTERNAL CORRESPONDENCE 
Avaeust 3, 1955. 
To: Mr. J. M. Kennedy, at New York office. 
From: H. C. Wilson, at New York office. 
Our reference: HCOWMWS 
Subject: Necessity certificate prime aluminum production. 

On August 2d Mr. Jack Cardon of Lee, Toomey & Kent and I personally 
filed the subject necessity certificate with the Offree of Defense Mobilization in 
Washington. 

Our application has been assigned the following number: TA 30303. 

At the identical time that we filed our application, Mr. Maxwell Kasky, of 
Reynolds Metals Co., was also filing applications covering aluminum price pro- 
duction, and their applications were in the amount of $197 million. The numbers 
assigned to their applications were 30305—6-7, and 8. 

H. C. Wiuson. 





Revere Copper «& Brass, INc., 
Septembe Pr 24. 1955. 
Hon. ARTHUR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C.: 

In re primary aluminum project TA 30303, Mr. Harold Wilson reported matters 
covered in meeting with you yesterday. Assume that no additional information 
is required by you from Revere as none has been requested. We trust that your 
office will give favorable consideration to Revere’s proposal. We are anxious to 
proceed as soon as possible. We have come into general agreement with an insur- 
ance company to cover the money needed for this expansion. We note in the 
Harvey announcement today that Government loan guaranty was offered and 
Revere are not requesting this. Today’s press also announces further diversion 
stockpile aluminum. Completion of Revere’s project will replace stockpile metal 
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with active productive capacity at decreased cost to Government and increased 
national security. We believe our project offers equivalent contribution to solu- 
tion of problems in aluminum supply as others reported under consideration by 
vour office. However, should you feel the need for any additional information or 
further discussion, I will gladly bring such officers of our corporation to your office 
as you may request. Would appreciate acknowledgment and comments. 

J. M. KennNeEpYy, 

Chairman of the Board. 


REVERE Copper & Brass INc. 


INTERNAL CORRESPONDENCE 
SEPTEMBER 19, 1955. 
To: Mr. J. M. Kennedy, New York office. 
From: H. ©. Wilson, New York office. 
Our reference: HCW:MWS. 
Subject: Prime aluminum production, TA—NC-30303. 

I phoned Mr. Flemming’s office and talked with his secretary, Miss Tyler, and 
asked her to determine whether vour telegram of September 14 had been received 
by Mr. Flemming as it had not been acknowledged as requested. 

‘She phoned me back to say that Mr. Flemming had your telegram on his desk 
and that he needed no further information and that he has not as yet made a 
decision on the matter. 

She advised me that Dr. Flemming would acknowledge this wire but doubted 
that it would be this week because he is going out of town for the balance of this 
week. 

H. C. Witson. 


REVERE Copper & Brass. INc., 
September 27, 1955. 
Hon. ArTHUR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 


Dear Dr. FLemMmMinG: I wish to acknowledge your letter of September 26 in 
which you enclosed a press release showing that the primary aluminum expansion 
goal had been reached, and I assume the inference is made that our certificate of 
necessity will accordingly be rejected. 

If this is the case, vou are correct that the rejection of our certificate is not a 
satisfactory decision nor one which we willingly accept. We, of course, have 
noticed in the newspapers the most generous action on the Government’s part on 
applications that have been before them, embodying many features we did not 
request. This puts us in an extremely bad competitive position were we to enter 
the primary aluminum field under such adverse circumstances. We would be the 
only company that has not received help from the Government along the way. 

The insurance the Government gains in the defense program by having others 
in the primary aluminum field is extremely beneficial. The cost to the Govern- 
ment, should they grant us a necessity certificate, would be very small if, in fact, 
there would be any cost at all. As against that, you would have another pro- 
ducer in the field and on the basis of the projected use of aluminum in the next 
20 years, it would appear obvious that present facilities are inadequate. The 
defense requirements for aluminum must follow almost percentagewise the pro- 
jected use of the metal 10, 15, or 20 years from now even though the uses may not 
be apparent today. 

The fact must remain that as matters now stand, we have been put in an 
untenable competitive position in the aluminum industry and opportunities that 
have been afforded to others are being denied us. I believe we are reasonable in 
requesting that we be put in the same competitive status by the Government’s 
giving us help in one instance at least when they have given help to others in 
many instances in the past. 

I would appreciate any suggestions you may have to offer. 

Sincerely yours, 


Chairman of the Board. 
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REVERE Coprer & Brass, INc., 
December 15, 1955. 
Hon. Artuur 8. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 


Dear Dr. Fiemmine: Your letter of October 4 advising us of the closing of the 
aluminum expansion goal and the rejection of our application for a tax amortiza- 
tion certificate to cover our primary aluminum project was received while I was 
visiting our plant in Brazil. 

The rejection of our certificate by you is not a satisfactory decision. We 
therefore seek relief. Your press release No. 434, dated September 22, states: 
“Any firm that feels that the closing of the goal has resulted in its being accorded 
inequitable treatment, may file a statement setting forth its grounds for such 
conclusions. Such a statement will be given consideration and if equitable relief 
is called for, it will be granted.” 

As stated in my letter of September 27 and confirmed by continued studies of 
this situation since my return from Brazil, I feel very strongly that rejection of 
our application for tax amortization places Revere in an untenable competitive 
position in the aluminum industry and denies us the opportunities that have been 
afforded all four present producers and two new companies in the primary 
aluminum field. These companies, with the help the Government has given 
them, have grown so strong that we will have difficulty competing with them under 
any conditions. Yet our application was rejected. Obviously this does not 
constitute equity. 

In addition to the above, we have not asked for the kind of help the Govern- 
ment has given all the others. We have asked merely for a certificate to write off 
85 percent of our capital expenditures through quick amortization. We have not 
asked for (a) guarantee of sale of our product, (b) Government purchase of our 
product, (c) Government funds or help in our financing, or (d) any of the other 
favora’le clauses which have been generally accorded other members of the 
industry. 

The advantage of a fast writeoff 1o us would mean that we would be able to 
reduce su‘stantially a large indebtedness in a shorter period, which would lighten 
the burden of a carrying charge for a long period. The difference to the Govern- 
ment in granting us this type of certificate with no other favors is small indeed 
because the tax advantage we have for 5 years, while helpful to us in reducing our 
indebtedness, would mean higher tax payments for the 15 succeeding years. At 
the end of 20 years there would be very little difference between the amounts 
collected under the two systems and I am sure the Government accounting depart- 
ments can indicate what this would mean in dollars and cents. 

1 am summarizing below facts and figures indicating the help all of the other 
primary producers have received and attached to this letter is schedule 1 com- 
prising a brief summary of productive capacity in the domestic aluminum industry, 
both presently installed facilities and new expansions as we tabulate them from 
recent press reports. Of the present facilities of 1,533,000 tons, some 660,000 
tons (42% percent) have been constructed in the past 5-year (post-Korea) period 
by Alcoa, Reynolds, and Kaiser with generous Government assistance consisting 
of tax amortization, Government gi arantee of private loans and market guarantee 
contracts. These contracts give the producers the right to “put’’ the entire 
output to the Government for purchase during the first 5 years of production 
in the event it cannot otherwise be sold or consumed by the producer. 

The market guarantee contracts also contain a clause which permits the 
producers to construct additional aluminum pot lines and dispose of the output 
from such new facilities before exercising their contract ‘‘put rights’? on contract 
facilities. This provision is covered in article VI, relationship of additional to 
existing facilities: 

“Tt is recognized that the contractor now has other aluminum smelting facilities 
in operation and in course of construction and in the future may acquire further 
aluminum smelting facilities other than those to be constructed under this 
contract. It is understood that, except as to orders from the Government expressly 
placed pursuant to this contract for aluminum to be produced from the additional 
facilities, the contractor may first dispose of the production from such other 
facilities or utilites for its own purposes the production of such other facilities, 
before disposing of or utilizing aluminum from the additional facilities, and that, 
in accordance with paragraph 3 of article III, the Government will purchase from 
the contractor all of the production from the additional facilities not otherwise 
disposed of or utilized by the contractor.”’ 
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As indicated in schedule 1, the major portion of the recently announced now 
expansion is proposed by the Big Three in the industry, Aloca, Reynolds, and 
Kaiser, all having market guarantee constructs covering production from their 
post-Korea facilities. Since these constructs run into mid-1958 and some into 
1959, and since the producers are currently using in their own plants or selling to 
the indispendents their entire production, they can in effect reserve their ‘put 
rights” for possible use in ensuing their market for the production from the new 
facilities now in construction for the duration of present contracts. 

As an example, let’s look at Kaiser. Out of their present capacity of 415,000 
tons per year, about 223,000 tons is underwritten by market guarantee contracts. 
They have now announced further expansion of some 227,000 tons to be completed 
in mid-1957. Kaiser, too, is currently using in their own plant or selling to the 
independents their entire present production. Thus their contracts with the 
Government for 225,000 tons per year give them a guaranteed market for virtually 
the entire output of the new facilities through 1958 and part of 1959. At today’s 
market price for aluminum of $450 per ton, that guarantee is worth over $100 
million. 

I am sure you will agree that this constitutes a very decided advantage to the 
present producers and permits them to enjoy Government assistance on new projects 
even after the closing of the aluminum expansion goal. To deny our application 
for a tax certificate in the face of this situation constitutes in our judgment 
grossly inequitable treatment. 

The present and proposed aluminum production facilities by the Big Three 
will account for 89.4 percent of the total aluminum production. Statements from 
a number of Government agencies have indicated the desirability of bringing new 
independent producers into the picture. I quote from a GSA bulletin dated 
September 20, 1955: ; 

“From the inception of the first round (of aluminum expansion) and continuing 
to the present, the antitrust division of the Department of Justice and various 
congressional committees (such as the Joint Committee on Defense Production 
and the House Committee on Judiciary and Small Business) have strongly and 
repeatedly urged that the Government bring one or more new independent 
producers into the field in order to broaden the competitive basis and to strengthen 
national defense.”’ 

With reference to the aluminum project of the Harvey Machine Co., we have 
noted in the press the very exceptional assistance that the Government has 
offered this company in the form of a Government loan guaranty, a cash advance 
against future deliveries of aluminum, 5-year market guaranty contract, a 
power contract, and tax amortization assistance. Announcement of all this 
unusual Government help was made long after our application for a tax certificate 
was filed with your Agency. 

In the December 9 edition of the Wall Street Journal we note that Olin- 
Mathieson have now been granted an additional tax certificate to cover the power 
plant for their aluminum project. This increases to over $100 million the amounts 
eligible for rapid writeoff which have been granted to this company. 

To summarize, it is apparent that virtually all companies which have announced 
plans for new aluminum production have received and continue to receive 
generous Government assistance except Revere. As previously stated, this 
puts us in an untenable position and results in our being accorded inequitable 
treatment by the Government. We are not requesting loan guaranties nor 
contracts as have been offered to others. We do ask for a tax certificate. 

With more direct reference to the national defense aspects of our application 
as discussed in your letter of October 4, I would like to submit the following for 
your consideration. 

It is my understanding that your program for national security in aluminum 
includes a substantial stockpile of bauxite in addition to stockpile reserves of 
aluminum pig and increased productive capacity in the industry. While the 
stockpile of bauxite undoubtedly constitutes comforting insurance against the 
loss of ocean shipping in any war emergency. this material would be a greater 
asset if in the more advanced form of pig aluminum, Along these lines, an 
observation was made by the President’s Cabinet Committee on Minerals Policy 
in its November 1954 report to the President as follows: 
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“Materials in the stockpile should also be upgraded to the point at which they 
are more readily usable in the economy * * * whereby electric power, trans- 
portation, manpower, facilities, and time * * * all of which will be short in 
time of war * * * are also stockpiled.” 

In view of the enormous amounts of electric power required to convert bauxite 
to aluminum and the undoubted shortage in electric power that would face indus- 
try in the event of a national emergency, it seems clear that the upgrading of 
bauxite was one of the more important programs the President’s Committee had 
in mind when they drafted the above recommendation. 

In line with this, Revere would be prepared to reserve a substantial percéntage 
of its capacity for the upgrading of Government bauxite during the first 5 years 
of production in the event we are granted a tax certificate, and would be happy 
to make this a condition to the certificate. Such an agreement would definitely 
tie in our project to your defense program for aluminum and permit your appli- 
cation of tax amortization incentives to our proposal. 

I would appreciate your again reviewing our application, both from the stand- 
point of equitable treatment within the industry as well as our offer to reserve a 
portion of our capacity to upgrade stockpile bauxite. I will look forward to an 
acknowledgment of this appeal and to your comments. 

Sincerely yours, 


Chairman of the Board. 





Aluminum industry capacity, Dec. 8, 1955, schedule 1—Present and future 


[Annual tons] 





| 








Company | Present | Percent of | Announced | Revisedtotal| Percent of 
capacity industry expansion | capacity industry 
ie ancien’ -|— i | 
ee 655, 000 2.7 131, 000 | 786, 000 | 35.7 
Ey Sk SP ae 415, 000 27.1 227, 000 642, 000 | 29.2 
ES os cis od acahaioencad 403, 000 26.3 135, 000 538, 000 | 24.5 
Anaconda. .........- : : 60, 000 | 3.9 Sak | 60, 000 | 2.7 
ee. - . 54, 000 | 54, 000 2.5 
Olin ___- aes a 60, 000 | 60, 000 | 2.7 
NG oo nus , 60, 000 | 60, 000 2.7 
Total... | 1,533, 000 100.0 667,000 | 2, 200,000 | 100.0 
. | 
Annual | | Completion 
Details of expansions |} capacity | Location year 
| (tons) | 
Alcoa_. il glia ani } 65,000 | Texas | 1956. 
22,000 | Wenatchee | 1957. 
44,000 | Massena, N. Y | 1960. 
Kaiser , ‘ owns 7,000 | Tacoma ee. y 1955. 
220,000 | Ohio Valley-- ..| 1957-58. 
Reynolds __--- ‘ ve 10,000 | Corpus Christi_- | 1956. 
P 25,000 | Lister Hill. .___- | 1956. 
100,000 | Ohio Valley_...----- | Probably 1958. 


REVERE Copper & Brass, INc., 
October 6, 1956. 
Hon. ARTHUR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 
Dear Mr. Fiemmina: In Mr. Kennedy’s absence I wish to acknowledge your 


letter of October 4. r 
Mr. Kennedy is in Brazil and will not return to the office until the middle of 


October. I will refer your letter to him upon his return. 
Yours very truly, 


P e os , 
Secretary to Mr. Kennedy. 
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Revere Copper & Brass, INc., 


January 16, 1956. 
Hon. Artuur S. FLEMMING, 


Director, Office of Defense Mobilization, 
Washington, D. C. 


Dear Dr. FiemMmine: I wrote you under date of December 15 wherein I 
appealed from the decision you made denying us a certificate of necessity on our 
proposed primary aluminum project. 

Our Mr. H. C. Wilson visited with you on December 20 and you advised him 
that you were going to answer my letter in detail. However, I have had no 
acknowledgment of my letter nor information from your office since that date. 


I would appreciate very much some advice from you as to when I will have a 
reply in my hands. 
Sincerely yours, 








Chairman of the Board. 


REVERE Copper & Brass, INc., 


January 30, 1956. 
Hon. ArTHUR 8. FLEMMING, 


Director, Office of Defense Mobilization, 
Washington, D. C. 

Dear Mr. FLemmine: I wrote you under date of December 15 and, not 
having received a reply I wrote you again on January 16. As yet, I still have no 
reply nor any indication when I will receive one. 

As this matter is of great importance to us it would seem sufficient time has 


elapsed in which we might reasonably expect the courtesy of a reply. 
Sincerely yours, 





Chairman of the Board. 


Oe 


REVERE Copper & Brass, INc., 


January 31, 1956. 
Mr. Victor E. Coo.ey, 


Acting Director, Office of Defense Mobilization, 
Washington, D. C. 


Dear Mr. Cootey: I wish to acknowledge receipt of your letter of January 30 
relative to my letters of December 15 and January 16 with respect to application 
for a certificate of necessity on our proposed aluminum project. 

Your letter crossed in the mail with my letter of January 30 to Dr. Flemming. 
I note that he will return from Europe February 3, and I will patiently await 
word from him in this matter, 

Sincerely yours, 





Chairman of the Board. 





RevERE Copper & Brass, INc., 
New York, N. Y., May 14, 1958. 
Hon. Sipney R. YArTEss, 
House Office Building, Washington, D. C. 


Dear CoNGRESSMAN YaTeHs: During the course of my testimony before Sub- 
committee No. 3 of the House Select Committee on Small Business on May 1 
you asked about Revere’s application for a necessity certificate for the construction 
of a facility to produce primary aluminum. 

At that time I told you that we had made an application for a necessity cer- 
tificate covering facilities to produce 120,000 tons of alumina and 60,000 tons of 
aluminum pig or ingot and that it was denied by the Office of Defense Mobilization 
on October 12, 1955. I understand that Mr. Gordon Gray, the Director of the 
Office of Defense Mobilization, testified before you a few days later that Revere 
had been granted a necessity certificate. 

In view of the foregoing it seems to me that the record should contain some 
concrete evidence that the certificate for which we made application was denied. 
Accordingly I am enclosing copies of the entire correspondence between Revere 
and the Office of Defense Mobilization with respect to this application (TA-—30303) 
and request that they be made part of the official transcript of the proceedings 
before your subcommittee. 

Respectfully submitted. 


C. A. Macrie, President. 
99185—58——_30 
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REVERE Copper & Brass, INc., 
February 21, 1956. 
Dr. ArtHuR §S. FLEMMING, 
Director, Executive Office of the President, 
Office of Defense Mobilization, Washington, D. C. 

Dear Dr. FLEmmina: I appreciate receiving your letter of February 15 detailing 
at some length your procedures in closing the aluminum expansion goal and 
rejecting our application for tax amortization assistance to cover our primary 
Sreceneie project for the installation of a 60,000-ton reduction plant and related 
acility. 

You state that the determining factor in disposing of pending applications in 
the aluminum goal area was the extent of the unfilled portion of the goal on 
August 12, 1955, the date on which the goal was placed on the suspended list. 
As of that date, and for sometime prior thereto, you added that there was no 
unfilled portion of the aluminum expansion goal for the reason that capacity in 
plants under consideration, and assured, was in excess of the expansion goal. 

On the date we filed our TA application, August 3, 1955, the Government's 
announced expansion goal was 1,746,000 annual tons to be reached by 1955. As 
pointed out in our letter of December 15, the capacity of the domestic industry 
on that date was 1,533,000 annual tons, a deficit of 213,000 tons required to reach 
the Government’s announced objective. 

Against this deficit of 213,000 tons Olin Mathieson is proceeding with a 60,000- 
ton project. Alcoa, also, had announced prior to August 3 new programs totaling 
131,000 tons. Of this quantity, however, some 60,000 tons to come from a 
rehabilitation of a portion of their Massena Works will not be available until 
completion of the St. Lawrence seaway project, scheduled for 1959-60. If it is 
the Government’s desire to reinforce the basic aluminum productive capacity of 
the Nation at the earliest possible date, as would be indicated by a reading of your 
expansion goal, it is hard for me to understand how you can consider this particular 
expansion on the part of Alcoa as a portion of such goal, if you have alternatives 
before you which would provide increased capacity at an earlier date. 

With reference to the project of the Harvey Aluminum Co., which I would 
understand you have also taken into consideration in your determination to close 
the goal, it is my understanding that despite the very generous assistance, both 
financial and contractual, which the Government has extended to this company, 
and despite the fact that such assistance has been in effect for several years, as 
is indicated in the GSA press release which you so kindly sent me with your 
letter, nevertheless this company has not yet actually started construction of 
their plant to the best of my knowledge. As of this date, however, it would 
seem to me that there might be some reasonable doubt as to whether their plant 
capacity should be included by you in the category of “assured capacity” in any 
determination as to the status of the aluminum expansion goal. 

In the light of these factors, it seems to me that there was, in fact, room within 
the expansion goal for our 60,000-ton project and that your decision to close the 
goal without approving our certificate did not provide the Nation with the 
assurance that was available to you that the desired industry capacity of 1,746,000 
annual tons would be reached at the earliest possible date. 

It is quite true that, since your announcement of closing the expansion goal, 
both Reynolds and Kaiser have come forward with announced plans for further 
expansion. As I pointed out in very considerable detail in my letter of December 
15, and, therefore, will not repeat now, both these companies, as well as Alcoa, 
are already working against vast programs of Government assistance extended in 
earlier days that run into 1958-59, which can be broadened to cover their entire 
operation and therefore minimize their financial risks in these new expansions. 
We would find it extremely difficult to compete with them under any conditions. 
Without a tax-amortization certificate to assist us in carrying the financial burden 
for the first 5 years, we will find it all but impossible. 

With reference to our delay in filing our application for a tax certificate, we 
make it a practice, as a matter of company policy, not to file applications for 
Government assistance until our plans are sufficiently advanced so that we have 
every expectation of proceeding with the project once the certificate is granted. 
As we understand Government regulations, that is the way you want these mat- 
ters handled. Apparently, if we had filed our application as soon as we first 
had the idea of examining the possibilities of entering the primary industry, we 
would have been given favorable treatment, regardless of the fact that we might 
not have proceeded for several years. We are now paying the penalty for having 
handled our application in strict accordance with our understanding of the 
Government’s wishes. 
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At this time I can but repeat the statement in our letter of December 15 that 
I did not feel that Revere has been given equitable treatment in the handling of 
this tax-amortization application. In view of your statement in the press release 
of September 22 that a company will be given equitable relief in those cases 
where the closing of an expansion goal has resulted in its being accorded inequitable 
treatment, I continue of the opinion that our application should be reinstated 
and a 

incerely yours, 


Chairman of the Board. 





EXEcUTIvVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., February 15, 1966, 
Mr, J. M. KENNEDY, 


Chairman of the Board, Revere Copper & Brass, Inc., 
New York, N. Y. 


Dear Mr. Kennepy: I appreciate very much receiving your letter of December 
15, 1955, which was delivered to me by your vice president, Mr. Harold Wilson. 
As Mr. Wilson has undoubtedly reported to you, he and I went over the matter 
in some detail. At that time, I tried to place before him the position in which 
the Government finds itself at the present time. I feel sure that he has reported 
our conversation to you. 

I am sorry that we have not had the opportunity of talking with one another 
about this matter. It is always much more satisfactory to exchange views orall 
than through correspondence, Nevertheless, I am desirious of dealing with each 
of the points raised by you in your communication. 

I am sorry that a trip to Paris to participate in a NATO meeting has delayed 
the sending of this communication. In your letter you requested that your appli- 
cation for a necessity certificate, T. A. 30303, be reviewed both from the stand- 
point of equitable treatment within the industry as well as your offer to reserve 
a portion of your capacity to upgrade stockpile bauxite. 4 

When the aluminum-expansion goal was closed on September 22, this Office 
extended an invitation to any firm to file an appeal if it had reason to believe that 
the manner in which the goal was closed resulted in its receiving inequitable treat- 
ment, The procedural rule for the equitable disposition of pending applications 
which is applied generally to all closed goals, including the aluminum-expansion 
goal, is that all pending applications which are otherwise eligible shall be certified 
on the basis of priority of filing to the extent of the unfilled portion of the goal at 
the time the goal is suspended or closed, whichever is earlier. 

The determining factor in disposing of pending applications in the aluminum- 
goal area was the extent of the unfilled portion of the goal on August 12, 1955, 
the date on which the goal was placed on the suspended list. As of that date, 
and for some time prior thereto, there was no unfilled portion of the aluminum- 
expansion goal for the reason that capacity in place, under construction, and 
assured, was in excess of the expansion goal. The formal closing of the goal on 
September 22, 1955, constituted notice to all concerned, including pending ap- 
plicants, that there was no defense need for granting accelerated tax amortization 
for further expansion of primary aluminum capacity. 

It is to be expected that certain economic benefits will accrue to recipients of 
any or all of the several forms of financial inducements offered by the Government 
to bring about increases in capacity required for defense production. It is true, 
as you point out, that denial of your application deprives you of benefits that 
have been afforded all 4 present producers and 2 new companies in the primary 
aluminum field. It is equally true in regard to all other companies which are 
contemplating entering the primary aluminum field or any other area of production 
for which an expansion goal has been closed. This, however, does not constitute 
a basis for a plea of inequitable treatment by an applicant who, for any reason, 
has not done or timely offered to do that for which such economic benefits were 
initially offered. In other words, a plea for equitable treatment presupposes a 
showing that the appellant is in the same position as those who have received the 
benefits he is requesting. The fact that the original three primary producers 
undertook expansions at a time when there was a critical shortage of aluminum 
and no other companies were willing or able to do so puts them on a wholly 
different footing from that of Revere. Likewise, since the fourth producer and 
the other two companies to which you refer filed applications prior to the time 
the so-called third-round expansion goal was filled and at a time when the Gov- 
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ernment was trying, without much success, to get new producers into the primary 
aluminum field also puts such companies in a position of being entitled to certain 
considerations which Revere cannot properly claim since, by its own decision, it 
failed to put itself in the same position as those companies. 

In regards to:the several forms of finaneial assistance which were made available 
to the Harvey Machine Co., it must be kept in mind that the greater part of such 
allowances were made available to Harvey in the very early stages of the third 
round in regard to the primary aluminum expansion which it proposed to under- 
take, and that the balance was in consideration for the settlement of an anticipa- 
tory breach-of-contract action which the Harvey Co. proposed to bring against the 
Government. Attached hereto for your information is a General Services prese 
release which sets forth a chronology of events leading to the settlement. 

The statement which you read, that Olin Mathieson was granted an additional 
tax certificate to cover the powerplant for its aluminum project, was somewhat 
misleading. Actually, the power facilities for the Olin Mathieson expansion had 
been previously certified as a part of its proposed expansion program. Subse 
quently, due to a corporate reorganization, it was decided that title to the power 
facilities would be taken in the name of a company subsidiary. The statement you 
read referred to the certificate adjustment required by this corporate reorgani- 
zation. 

We appreciate your offer to reserve a substantial percentage of your capacity 
for the upgrading of stockpile bauxite during the first 5 years of operation. How- 
ever, in view of our very satisfactory defense position in regard to both aluminum 
and alumina, and the current high level of economic activity, we have no imme 
diate plans for the upgrading of bauxite. 

If, after you have had the opportunity of reading this letter, you desire to 
discuss this matter with me further, I can assure you that I will be more than 
happy to do so. 

Sincerely yours, 
ArtTHuR 8S. FLemmina, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., January 30, 1956. 
Mr. J. M. Kennepy, 
Chairman of the Board, Revere Copper & Brass, Inc., 
New York, N.Y. 

Dear Mr. KenneEpy: This will acknowledge receipt of your letter of January 
16 in which you refer to your previous letter of December 15 with respect to the 
application for a certificate of necessity on your proposed aluminum project. 

Your letter of December 15 was under consideration by Mr. Flemming when 
he left for Europe on January 18. We will call this matter to his attention 
promptly upon his return on February 3. 

Sincerely yours, 
Victor E. Cootey, 
Acting Director, 





EXECUTIVE OFFICE OF THE PRESIDENT, 
Orrice OF DEFENSE MOBILIZATION, 
Washington, D. C., October 4, 1956. 
Mr. J. M. KENNEDY, 
Chairman of the Board 
Revere Copper & Brass, Inc., New York, N. Y. 
Dear Mr. KEennepy: I appreciated very much receiving your letter of Septem- 
ber 27. 
The section of the Internal Revenue Code under which we grant rapid tax 
amortization certificates reads, in part, as follows: 
“(e) DETERMINATION OF ApJusTED Basis or EMerGENcY.—In determining, 
for purposes of subsection (a) or (g), the adjusted basis of an emergency facility— 
“(1) There shall be included only so much of the amount of the adjusted 
basis of such facility (computed without regard to this section) as is properly 
attributable to such construction, reconstruction, erection, installation, or 
acquisition after December 31, 1949, as the certifying authority, designated 
by the President by Executive Order, has certified as necessary in the interest 
of national defense during the emergency period, and only such portion of such 
amount as such authority has certified as attributable to defense purposes. * * * 
{Emphasis supplied.] 
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In order to place the administ ration of this section on as sound a basis as possi- 
ble, we have, over a period of the past few years, established expansion goals for 
specific areas. These goals have represented the best judgment of the Office of 
Defense Mobilization as to defense requirements, taking into consideration mili- 
tary requirements, defense or war-supporting requirements, and the needs of a 
rock-bottom civilian economy. 

When our expansion goal has been reached, we have followed the practice of no 
longer accepting applications for tax-amortization certificates in that particular 
area. Oftentimes before closing the goal, we have reviewed the situation to 
determine whether from a defense point of view it should be increased. 

We have made a careful review of the aluminum situation and have concluded 
that looking at it from the standpoint of our defense requirements we would not 
be justified in increasing the expansion goal. In making this review we recognized, 
of course, that there is a very heavy demand for aluminum at the present time and 
that, undoubtedly, this demand will increase. We concluded, however, that this 
demand is one which arises out of the needs of a rapidly expanding civilian economy. 

We believe that when it is determined that our defense requirements have been 
met we should no longer use defense incentives in order to meet nondefense needs. 
If we should do so, it might very well result in the withdrawal of such incentives by 
the Congress. Then at a time when they would be needed, they would not be 
available. 

It is true, of course, that whenever we close an expansion goal we are putting 
those who have received incentives under the goal in a position where they have 
some advantages over those who will make capital investments in these areas in 
the future. As I see it, however, the only way in which we can prevent such a 
situation from arising would be to continue to grant these incentives for an 
indefinite period without regard to our defense requirements. This would very 
clearly be both unwise and contrary to existing law. The recognition of the fact 
that such situations can arise has caused us to adhere strictly to the policy of 
considering applications for rapid tax amortization in the order in which they are 
received. 

If this letter does not clarify in an adequate manner our position regarding this 
matter, I will be more than happy to have you get in touch with me again. 

Very sincerely and cordially yours, 
ArtTHouR S. FLEmmina, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., September 26, 1956. 
Mr. J. M. KENNEpy, 
Chairman of the Board, 
Revere Copper & Brass Co., New York, N. Y. 

DeaR Mr. Kennepy: I appreciated very much receiving your letter of Sep- 
tember 14, following the opportunity that I had of visiting with Mr. Harold 
Wilson. 

I am enclosing a copy of the release which we have just issued setting forth our 
decision as far as aluminum is concerned. 

I know that from your point of view this is not a satisfactory decision. On the 
other hand, I do hope that you understand our reasons for feeling it was neces- 
sary to make such a decision. 

We feel that we must be very careful not to use the defense ‘‘tools’’ which have 
been given to us by the Congress for nondefense purposes. 

Very sincerely and cordially yours, 
ArtTuur S. Fiemmine, Director. 


[For immediate release September 22, 1955} 
EXECUTIVE OFFICE OF THE PRESIDENT, OFFICE OF DEFENSE MOBILIZATION 
No. 434 


The primary aluminum expansion goal was closed today by Arthur 8. Flemming, 
Director of Defense Mobilization, after consultation with members of the Defense 
Mobilization Board. 

The goal, which called for annual capacity of 1,746,000 tons by 1955, was 
closed because capacity in place, under construction and planned will reach a 
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total of 1,778,000 tons, exceeding the objective of the expansion goal by 32,000 
tons. 

Goals generally are closed whenever the total capacity—in place, under con- 
struction, and planned—equals or surpasses stated objectives. 

The anticipated capacity of 1,778,000 tons consists of 1,533,000 tons of capacity 
now in place; 65,000 tons under construction by the Aluminum Company of 
America; and planned expansion of 180,000 tons, of which Harvey Machine Co,, 
Inc., plans 54,000 tons, Olin-Mathieson Chemical Corp. 60,000 tons, and Alcoa 
66,000 tons. 

The Alcoa expansion program is being undertaken by the company without 
Government assistance. Certificates of necessity permitting rapid tax amortiza- 
tion have been granted to Harvey and Olin-Mathieson, and are still in effect, 
Harvey also has a purchase contract which grew out of a letter of intent issued 
in May 1953 and recently, due to special circumstances, the Government agreed 
to provide Harvey with additional assistance if the company could not obtain 
private financing. 

Mr. Flemming said anticipated total capacity, which does not include tentative 
plans by other companies, appears sufficient to meet current stockpiling and 
defense programs as well as the needs of the military, military supporting facilities, 
and the essential civilian economy in the event of a defense emergency. 

Government assistance for creating additional capacity, Mr. Flemming said, 
therefore no longer is warranted and applications on file for necessity certificates 
will be denied. Should anticipated expansion not materialize, the ODM Director 
said the goal would again be reviewed and reopened if necessary. 

If a decision is made to reopen the goal applications now pending will be con- 
sidered in the order they were filed. Mr. Flemming said also that a company’s 
pending application for a certificate of necessity would not be prejudiced if it 
had started construction of a facility and the goal subsequently was reopened. 

Mr. Flemming stated that, as has been the case in the past when goals have 
been closed, any firm that feels that the closing of the goal has resulted in its 
being accorded inequitable treatment may file a statement setting forth its 
grounds for such a conclusion. Such a statement will be given consideration 
and if equitable relief is called for it will be granted. 

Rapid tax amortization and other authorized Government assistance have been 
made available when such assistance was found to be the incentive necessary to 
bring about the building by private enterprise of capacity required to overcome 
deficits in mobilization production facilities. 

With Government assistance production of the industry has doubled since 
1950. In addition to meeting defense needs the civilian economy has benefited 
from increased supplies of the metal. 

Mr. Flemming noted that the present tight aluminum supply stems almost 
entirely from unprecedented civilian demand occasioned by new uses for the 
metal and the high level of civilian industrial activity. The problem of meeting 
civilian demand, he said, obviously is the responsibility of private enterprise. 








Leg, Toomey & KEnt, 
Washington, D. C., August 2, 1955, 
FINANCE Division, PropuctTion AREA, 
Office of Defense Mobilization, 
Washington, D. C. 


GENTLEMEN: On behalf of Revere Copper & Brass, Inc., there is transmitted 
herewith an application for a necessity certificate covering facilities for the 
production of alumina and aluminum pig and/or ingot. 

In the event you need any additional information, it will be appreciated if 
you will get in touch with this office. 

Very truly yours, 
Joun A, Carpon, 





EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., July 26, 1956. 
Mr. J. M. KENNEpy, 
Chairman of the Board, Revere Copper & Brass, Inc., 
New York, N. Y. 

Dear Mr. Kennepy: Dr. Flemming has asked me to reply to your letter of 

July 6, in which you state that you have in preparation an application for @ 
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necessity certificate covering the construction of a 66,000-ton aluminum potline 
and the necessary electrical equipment. 

As you may know, the question of an expansion of the aluminum program is 
now under review. Should the expansion goal for aluminum be increased in 
volume, applications on file at that time will be given first consideration. 

While letters indicating intent to apply for necessity certificates are of interest 
to us, formal applications only have official status. 

Sincerely yours, 
Grorce A. LANDRY, 
Assistant Director for Production. 


Juuy 6, 1955. 


CALL ON THE Orrice OF DEFENSE MopsiILizaTION, WASHINGTON, D. C., 
JUNE 29, 1955 


Mr. W. T. Bertier and I called on Mr. Ed Harris, Chief of the Light Metals 
Division, ODM, for the purpose of determining what essential data would be 
necessary to cover the filing of an application for rapid tax amortization for an 
aluminum prime metal producing plant. Mr. Harris indicated that such an 
application could be filed with general information which would be subject to 
amending after an engineering study had been completed and a site had been 
selected. He indicated that our initial application could cover a general area 
of location with the statement that the precise site would be submitted later for 
final approval. We believe that this visit resulted in our obtaining data that will 
permit us to file our application. 

Mr. Harris indicated that there was a considerable amount of interest in the 
third round aluminum expansion program but did not mention any names. He 
strongly urged that we do file for a certificate as promptly as possible. I asked 
whether it might be to our advantage to have a letter written to Mr. Fleming, or 
a personal call made, either by Mr. Kennedy or Mr. Macfie, briefly outlining our 
interest and advising him that we were filing fora TA. Mr. Harris indicated that 
he thought it would be an excellent idea. Mr. Fleming is in the midst of this 
third round expansion program right now and it is a matter of much interest and 
concern to him. If we were to file our TA, it may not come to his personal atten- 
tion whereas a letter or call directed to him would fully acquaint him with our 
plans. It is my opinion that they would welcome people other than the Big 
Three in the third round expansion program. 

I checked further as to avoiding publicity were we to file, and I find the only 
way we might avoid publicity would be by covering ourselves with only a letter 
to Mr. Fleming, but there is a question as to whether this would give us the pro- 
tection that an application on file would afford. 

We did learn that Reynolds plans to add 30 million pounds of annual prime 
metal production at Lister Hill and they are planning on a 1,000-ton plant to be 
powered by coal with final plant site not yet determined. 

H. C. Wison. 


ALUMINIUM LimITED Sass, INc., 


New York, May 28, 1958. 
Hon. Timotny P. SHEEHAN, 


House of Representatives, 
Washington, D. C. 


DeEaR CONGRESSMAN SHEEHAN: At the hearing of Subcommittee No. 3 on 
March 12 you asked Mr. Nathanael V. Davis, president of our parent company, 
Aluminium, Ltd., if he could give the subcommittee additional details regarding 
the technical service we provide to aluminum fabricators in this country so that 
the subcommittee would have a clearer idea regarding it. As our company has 
a staff in this office coordinating this service, Mr. Davis has asked us to furnish 
the information to you. 

In general we supply technical service to the independents as if they were our 
fabricating outlets in this country. The distinction between our company and 
other primary ingot suppliers is that we make our technical service available to 
the users of ingot while the other suppliers concentrate on helping those companies 
which are outlets for semifabricated products such as sheet, rod, extrusions, etc. 

There are two types of technical service which we provide to the users of ingot. 
One is assistance in the operation of plant equipment for which a permanent staff 
of about half a dozen specialists on the staff of the Aluminum Company of Canada, 
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Ltd., is continually available. They make frequent visits to customer plants in 
the United States on request or accompany United States customers to Alcan’s 
plants in Canada when this is a better method of imparting technique. The 
staff, which includes specialists in melting, and casting, extruding, rolling (sheet, 
rod, and foil) and anodizing is being expanded to meet an increasing demand for 
this type of technical service. 

The operating assistance visits (to customer’s plant or to an Alcan plant in 
Canada) in 1957, calculated in man-days, amounted to the following: 


Man-days 
Exon ps. extrusion ingot casting. .............-......- nce snnuds 92 
nee te on CWE Resin e Sain Ge ei ewkwaae 30 
rem INI I A oe errr ee ensue dieecnsin wade dt 12 


Present plans call for a doubling of this activity during the period July 1, 1958, 
to June 30, 1959. The staff also provides considerable operating advice by 
correspondence, 

The second type of service is the engineering of plant expansions or improve- 
ments and includes capital cost studies, advice on plant layout, and choice or 
specification of equipment. A staff under the administration of the chief engineer 
of Aluminium Laboratories, Ltd., provides this engineering advisory service. 
It supplements the operating advisory service described above and is identical 
with that rendered to Aluminium, Ltd’s, own fabricating subsidiaries in Canada 
and abroad. 

In addition to the operating and engineering advisory services described above, 
we undertake the development of new ingot products and fabrication processes for 
the independent user of ingot. New ingot forms recently made available to the 
independents are T-ingot and extrusion ingot cast to a fraction of commercial 
tolerance to reduce scalping scrap. We alone currently offer to independents the 
ingot alloys D5OS (for high strength bus bar) and 5357 (to compete with chrome- 
plated steel or brass). We are also the only primary ingot supplier offering sheet 
ingot and wire bar to independents in our published price lists. 

Additional ingot products intended to help the independent fabricator improve 
his product or lower his costs are being brought out regularly. 

In addition to these activities, Aluminium Limited spends considerable money 
in the United States in the development of new ways for independents to fabricate 
aluminum. The biggest single current item in this expense is an endeavor to 
reduce the high capital and production costs of hot-rolling through direct, hori- 
zontal continuous casting and rolling. ‘Two processes are being actively worked 
on. The success of this project is expected to have a profound effect on the ability 
of nonintegrated companies to enter and expand in the sheet rolling field. 

Finally, we are active in the distribution of technical papers including our own 
oe results which are especially pertinent to the independent semifabricating 
trade. 

The activities described above reflect our specialization in this country in the 
manufacture and sale of ingot products, to the exclusion of semifabricated prod- 
ucts. We also believe they characterize our belief in the health and future of the 
independent aluminum fabricating industry. 

Very truly yours, 
T. E. Coven, Vice President. 





Revere shipments by size of accounts and markets, 1957 
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Size of account total cus- | total pounds 
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Under 10,000 pounds._.-- pieces. oe . as Ke ; pos 56 3 
Over 10,000 to 100,000 pounds--_-.---...--.-- sxbited P anti 33 24 
Over 100,000 to 500,000 pounds. -- i ; slate tence ndipib 9 38 
Over 500,000 pounds (exclusive of interplant shipments) -..--..--- : 2 35 
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Percent of 

Markets: total pounds 
Pee CIOINU. «5 wcndad csawiescnendwws abekbo ud nonoeeenedos 38 
DURES GREED Bini ca ev niibcd tn siawasuins cxdoleaeabaa 17 
Transportation a a a a a a ww ee ew ew eee eee ewes 8 
To ota wecenesanwe cowhnasken cutuedeuems comets 5 
ey Gl CEI, .. « 0.06'n ctr wiintinawntinnn snbhaeainameaicaataeih 6 
INOS GUNES eee a eee eee 8 
IOI SURI URED a's t's csc ri gl tn ma 9 
SS 6000 on cnc emcine nnn eusiin alta piew nmin eisheeaaknar aes ad 9 
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GENERAL Motors Corp., 
Detroit, Mich., January 7, 1958. 
Hon. Stipney R. YATEs, 
Chairman, Subcommittee No. 3, Select Committee on Small Business, House 
of Representatives, Washington, D. C. 

Dear CONGRESSMAN YATEs: At the hearing of Subcommittee held on Novem- 
ber 19, 1957, Congressman Multer requested (report, pp. 271-272), that I supply 
the subcommittee with certain statistics relating to our purchases of fabricated 
aluminum material from our suppliers. This information has been obtained 
and is set forth in the following table: 


(Thousands omitted] 


1956 10 months, 1957 


Suppliers by number of employees Suppliers 





Total purchases} Suppliers | Total purchases 


Num-| Per- | Amount | Per- |Num-| Per- | Amount | Per- 




















ber | cent cent | ber | cent cent 

| ee as Te eS ll ee ee ee 
a aaa 48 | 21.2 6, 431 5.8 53 | 19.6 6, 420 6.8 
a as ee eae 35 | 15.4 6, 705 6.1 37 | 13.7 7, 752 8.2 
Ir al | 65 | 28.6 93, 828 | 85.1 67 | 24.8 76, 875 81.0 
Cink tovse: Bice bcuscdsnieatasaialaiaisacidiaed acai taeda eee — | 110, 257 100.0 | 270 |100.0 94,849 | 100.0 


The purchases totaling $93,828,000 for the year 1956 from suppliers employin 
more than 500 employees include purchases of raw material and semifinishe 
aluminum from the Aluminum Company of America, Aluminum, Ltd., Reynolds 
Metals Co., Kaiser Aluminum & Chemical Sales, Inc., and Anaconda Sales Co., 
which are the 5 reduction mills from which we purchased primary raw material 
in the form of pig or molten metal. It would be impracticable to determine, from 
the available records, the breakdown of our total purchases from these reduction 
mills between raw materials, semifinished materials, and fabricated parts. 

Similarly, our purchases of $76,875,000 during the first 10 months of 1957 from 
suppliers employing more than 500 employees include the purchase of raw material 
and semifinished aluminum. 

In reviewing the record of my testimony before the subcommittee I note that I 
stated (report, p. 231) that we are currently purchasing fabricated material from 171 
fabricators. A review of the purchase records of the divisions indicates that this 
number should be 227 for the year 1956 and 270 for the first 10 months of 1957. 

We have been delayed in submitting this material because it was necessary 
for us to make a detailed examination of records at widely scattered locations. 

I wish to thank you and the other members of the subcommittee for the 
courtesies extended to me and to my staff during the hearing. 

Very truly yours, 
J. J. Cronin, 
Vice President, Manufacturing Staff. 


x 





